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April 30, 1997 


The Honourable Ernie Eves 
Minister of Finance 

Frost Building South, 7th floor 
7 Queen's Park Crescent 
Toronto, Ontario 

M7A 1Y7 


Dear Minister: 


I have the honour to submit to you and the Director of Credit Unions the Annual Report of the 


Deposit Insurance Corporation of Ontario for the 12 month period ended December 31, 1996. 


Yours truly, 


Internet Home Page:http://www.dico.com, E-mail:dico@ dico.com & Internet Page d’accueil: http://www.soad.com, Courrier él.: soad@soad.com 
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MISSION 


TO PROTECT DEPOSITORS 


VISION 


We will support the Ontario credit union and caisse populaire system by 
providing depositor protection, building financial soundness and working in 
collaboration with stakeholders 


VALUES 


In all our activities we will strive to: 
e Act with professionalism and integrity 
(expertise, high standards, courteous, ethical, fair, accountable, trustworthy) 


Provide value 


(constructive, long-term benefit to stakeholders, balance interests, contribute to 
success, measures) 


Be proactive and innovative 
(anticipate, initiative, new approaches, creative, flexible) 


Recognize and respect the principles, values and diversity of the credit union/ 
caisse populaire system 


(supportive, empathetic, understand co-operative principles, recognize different 
needs) 


Collaborate with stakeholders 
(consult, listen, recognize sensitivities, communicate clearly) 


Recognize the diversity and acknowledge the importance of our staff 


(empowerment, listen, appreciation and respect for differences, principles of Human 
Rights, accommodation, reward achievements) 


Provide an environment where employees are treated fairly, and given 
opportunity and encouragement to develop their potential 
(consistency, fair in the situation, encourage training, positive reinforcement) 





Deposit Insurance Corporation of Ontario 


As I look back over the past 
year at the Deposit Insurance 
Corporation of Ontario, Iam 
proud of our progress and 
pleased to report that we are 
on target to eliminate DICO’s 
deficit. Our excellent financial 
results have enabled us to re- 
duce our accumulated deficit 
by $17 million, keeping us on 
track in eliminating the deficit 
by 2001. 


DICO has continued its efforts 
to reduce risk and losses in the 
system, and thereby lower de- 
posit insurance costs over the 
long term. During 1996 we 
worked with the newly created 
Stabilization Advisory Com- 
mittee to refine the stabiliza- 
tion programs that were 
introduced in 1995 and are 
aimed at reducing the possibil- 
ity of financial problems in 
member institutions. 


This year our board and man- 
agement collaborated exten- 
sively with the government 
and the industry to address 
common issues. In order to re- 
duce the burden of regulatory 
compliance for member insti- 
tutions, we have worked 
closely with the Ministry of Fi- 
nance to clarify our roles and 
build our relationship and trust 
in each other. We have signed 
a Letter of Understanding on 
our roles and responsibilities 
with the Ministry, and have es- 
tablished a Liaison Committee, 
whose main function is to en- 
sure that there are open and 
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Lili-Ann (Renaud) Foster 
Chair of the Board of Directors 


accessible lines of communica- 
tions over the long term. 


We also consulted widely on 
standards of sound business 
practices. The result was an 
agreement between DICO’s 
board and industry leaders to 
develop one comprehensive 
by-law designed to improve 
business and financial practices 
within the industry. 


We have continued our efforts 
to improve our communica- 
tions with stakehold- 
ers. This year, DICO 
created a continuing 
Committee comprised 
of Chairs of the 
Leagues and Associa- 
tions, the Chair of 
DICO, and the 
Deputy Minister, Fi- 
nancial Institutions 
and Revenue, from the 
Ministry of Finance. 
We now have a vehicle 


for sustained communications 
at the strategic level. And we 
held our first information meet- 
ing for all stakeholders to ex- 
plain our operations, answer 
stakeholders’ questions and 
provide a forum for two-way 
communications. 


As a result of opening up chan- 
nels of communications and 
our comprehensive consulta- 
tions with stakeholders, there 
have been additional expenses 
associated with this increased 
activity. We believe that this 
has been money well spent. 
The increased level of trust, the 
strength of our working rela- 
tionships and our stakeholder 
satisfaction all seem to indicate 
that this is the case. 


Our board has also worked 
hard to develop a model of cor- 
porate governance to direct, 
control and evaluate DICO’s 
activities and results. The 
model includes a strategic 
planning process, annual busi- 


Accountability 

As a Crown Corporation, DICO is di- 
rectly accountable to the Legislative As- 
sembly of Ontario through the Minister 
of Finance, and we take this line of ac- 
countability very seriously. Also, it is in- 
cumbent upon us to be responsible to our 
depositors, member institutions, leagues 
and associations. We accomplish this by 
being open and accessible, and more for- 
mally, by preparing annua! reports, cor- 
porate plans, performance reports and 
recently, by hosting information sessions. 


ness planning, a board policy 
framework and a number of 
processes for management re- 
porting and control. It has 
helped us focus our resources to 
ensure the best results over the 
long term. Interestingly, the 
model of corporate governance 
we put in motion has been 
sought as a model of choice for 
boards in this and other prov- 
inces across the country. 


As I close out my tenure with 
DICO and look back over my 
ten years with the board, I gain 
the vantage point of realizing 
just how much we have 
changed, both as a board and 
as a corporation. Ten years ago, 
DICO had 800 members with 
a total of $84 million in shares 
and other capital, but we also 
had $94 million in deficits. 
More than 90 DICO members 
were collectively losing be- 
tween half a million and a mil- 
lion dollars a month. 


Today, the total of all assets in 
the industry, which includes 
deposits, loans, and real estate, 
is now $13.5 billion, up more 
than 70 percent from ten years 
ago. The number of institu- 
tions is now about 450, total 
capital in the system has multi- 
plied eight times to $714 mil- 
lion, and deficits have dropped 
from $94 million to $6 million. 


I am proud of the role DICO 
has played in this success and I 
am satisfied that our hard work 
and dedication has paid off. 


While we have 
moved from a posi- 
tion of financial 
weakness to one of 
greater strength, we 
have also created a 
legacy of excellence 
in corporate govern- 
ance and have 
opened the doors to 
greater communica- 
tion and dialogue. 
Through the com- 
mittees we have es- 
tablished, the 
consultations we un- 
dertook and the dia- 
logues we started, 
we have created a 
highly effective and 
successful organiza- 
tion. 


However, we have 
not rested on our 


Changes at the Board 

This year, our board will see a number of 
changes in membership. Since I will be leav- 
ing the board this summer after ten years of 
service, three and a half as chair, I would 
like to take this opportunity to acknowledge 
the efforts of all those members I have had 
the pleasure of serving with. Together with 
the staff at DICO, we have successfully 
reoriented the organization. We have done 
this by working hard and working coopera- 
tively. On behalf of the Corporation, I 
would like to recognize the efforts of Rose- 
mary O’Connor, Gilles Bisson, and André 
Claude, who are also leaving the board this 
year. As system representatives to our 
board, these three individuals ensured that 
the voices and insights of our members were 
heard, while maintaining an objective view- 
point. Already retired, I would like to thank 
William McLeod for his dedication and serv- 
ice to our board, and I am pleased to wel- 
come Terry Campbell, the new Ministry 
representative, to our board. We look for- 
ward to benefiting from his insights and ex- 
perience. 


laurels. During this productive 
and challenging year, the board 
has worked with DICO’s 
management to implement, 
refine and assess the 
Corporation’s strategies and 
programs. It should also be 
noted that the board 
recognizes the commitment 
and hard work of our staff in 
meeting the Corporation’s 
objectives. 


Although 1996 has been a year 
of much change for DICO, it 
has also been a year of signifi- 
cant progress and success. We 
look forward to continuing on 
our path to a zero deficit and 
to maintaining the level of suc- 


cess. We have set high stand- 
ards of practice and we intend 
to continue to work with our 
stakeholders in meeting them. 
Above all, we will continue to 
meet our mandate of protect- 
ing depositors. 


i a 


Lili-Ann (Renaud) Foster 
Chair of the Board of Directors 


Deposit Insurance Corporation of Ontario 
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Lili-Ann (Renaud) Foster Chazr 
Ms. Foster is President of one of 


Ottawa's leading management 
consulting firms, specializing in 
strategic human resource manage- 
ment. A Certified Management 
Consultant, she has extensive man- 
agement consulting experience in- 
cluding past Partner with a 
Montréal firm and Practice Direc- 
tor for a major international firm. 
She is the founder of an executive 
women’s network which includes 
over 200 women across Canada. 
Her directorships and member- 
ships include the Institute of Cer- 
tified Management Consultants of 
Ontario, the Ottawa Board of 
Trade, Le Cercle Universitaire 
d’Ottawa, and various business and 
community associations. 





Beth Atcheson 
Ms. Atcheson, now a consultant, 


recently served as the Director of 
the Financial Services Policy Branch 
of the Ontario Ministry of Finance. 
Prior to joining the government in 
1988, she practised corporate law 
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in Toronto, specializing in finan- 
cial institutions. She has served on 
several boards of directors in the 
private sector and been active in 
a number of women’s equality or- 
ganizations. 





Gilles Bisson, CA 

Mr. Bisson is a Partner with the na- 
tional accounting firm of Collins 
Barrow. As the managing partner 
of the Kapuskasing office, he is in- 
volved in a number of caisse popu- 
laire and credit union audits in 
Northern Ontario and is presently 
Treasurer of the Kapuskasing Dis- 
trict Chamber of Commerce. 





Terry Campbell 
Mr. Campbell is the Acting Direc- 
tor of the Financial Services Policy 


Branch in the Ontario Ministry of 
Finance and has played a lead role 
in a number of policy and legisla- 
tive initiatives, including reforms 
to the Credit Unions and Caisses 


Populaires Act in 1994. Prior to join- 
ing the Ministry in 1991 he was a 
member of the Ontario Management 
Board Secretariat team which devel- 
oped the province’s freedom of in- 
formation and privacy protection 
legislation and began his public serv- 
ice career with the Archives of On- 
tario. Terry has also served as Chair 
of the Ontario Government's 
Records Managers Council. 


ids 
André Claude 
Mr. Claude is a lawyer practising 





mostly in the area of civil and com- 
mercial litigation in Ottawa. He is 
bilingual and has held the following 
offices: Treasurer of the Board of Di- 
rectors of the Vanier Community 
Service Centre, Member of the 
Board, ACFO Ottawa-Carleton re- 
gion. 





Shane Kelford 
Mr. Kelford is a lawyer with the law 
firm of Howard, Ryan, Kelford & 
Knott in Smiths Falls. He also 
teaches corporate finance law at the 


University of Ottawa Law School. 


He has served as Policy Assistant 
to the Ontario Minister of Finan- 
cial Institutions and Minister of Fi- 
nance and was a member of the 
Ontario Task Force on Securities 
Regulation. He was also a former 
partner with the law firm of Blake, 
Cassels & Graydon of Toronto. 





David Lemmon 


Mr. 
Savoyard Consultants Inc., a man- 


Lemmon is President of 
agement consulting firm which spe- 
cializes in the development of 
strategic management plans, ra- 
tionalization plans for asset portfo- 
lios with emphasis on distressed real 
estate. His business experience en- 
compasses Chief Executive respon- 
sibilities in the corporate sector, 
coupled with strategic manage- 
ment expertise. 


William E. McLeod, MBA 
Mr. McLeod is a Professor in the 
School of Business at Cambrian 
College of Applied Arts & Tech- 
nology in Sudbury. He is the au- 
thor of The Canadian Buyer’s 
Guide to Life Insurance, now in its 
seventh edition. 





Rosemary O’Connor 

Ms. O’Connor is the General Man- 
ager of the ASCU Community 
Credit Union Limited in Sault Ste. 
Marie. She is involved in the fol- 
lowing community activities: Sault 
Ste. Marie General Hospital Vice- 
Chair, Victorian Order of Nurses 
Algoma, President, Sault Moose 
Lodge Housing Corp. President of 
the Board and member of Zonta 
Club of Sault Ste. Marie. 





Alan Ross, FCA 
Mr. Ross held senior positions in 


the Federal Public Service and re- 
tired as Senior Assistant Deputy 
Minister of the Supply and Sery- 
ices Department. He has served on 
the Council of the Institute of Char- 
tered Accountants of Ontario. He 
is a Past President of the Civil Serv- 
ice Co-operative Society and a Past 
President of the Financial Manage- 
ment Institute. He has been ac- 
tively involved in community affairs 
including as Deputy Reeve, March 
Township and President of the 
Kanata Community Association. 





Sub-Committees of the Board 
(as of December 31, 1996) 


Audit & Finance Committee 

The committee reviews recommenda- 
tions made by the external auditors 
and Ministry of Finance examiners re- 
garding internal controls and proce- 
dures and ensures that appropriate ac- 
tion is taken.The committee also re- 
views the audited financial statements 
of the Corporation with a view to mak- 
ing required recommendations to the 
Board. 

¢ Alan Ross, Chair 

* Gilles Bisson 

* David Lemmon 

¢ Lili-Ann (Renaud) Foster, ex-officio 


Corporate Policy Committee 

This committee reviews and makes 
recommendations to the Board on cor- 
porate policy issues, bylaws and policies 
impacting the corporate governance. 
The committee also acts as a coordina- 
tor of the Board for special projects 
such as corporate strategic planning. 
e Lili-Ann (Renaud) Foster, Chair 

¢ Beth Atcheson 

¢ Terry Campbell 

¢ Shane Kelford 

¢ Alan Ross 


Human Resources Committee 
This committee assists in an advisory 
capacity in the implementation of poli- 
cies relating to the Corporation’s com- 
pensation, employee benefits and 
related matters. It also reviews pro- 
posed changes in these areas in order to 
make appropriate recommendations to 
the board. 

¢ Beth Atcheson, Chair 

* Terry Campbell 

* Rosemary O’Connor 

¢ Lili-Ann (Renaud) Foster, ex-officio 


Risk Management Committee 
This 


Corporation's deposit insurance risk ex- 


committee reviews the 
posure report and makes recommen- 
dations to the Board regarding risk 
assessment and risk management poli- 
cies, programs and guidelines. 

¢ Shane Kelford, Chair 

* André Claude 


¢ Lili-Ann (Renaud) Foster, ex-officio 
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¢ Monitoring Corporate Performance 
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In 1996, a number of plans and 
programs begun by DICO in the 
previous two years began to pro- 
duce results. The Corporation is 
well ahead of schedule in reducing 
its deficit, and took important 
steps in establishing stabilization 
programs under our expanded 
mandate. It was a successful year, 
in which we met or exceeded the 
majority of our goals as set out in 
our strategic plan. 


During 1996, our Board of Direc- 
tors revised DICO’s vision and 
values. The Corporation’s new vi- 
sion focuses on supporting the 
credit union and caisse populaire 
system, and on working in col- 
laboration with our stakeholders. 
We also established a business 
model which sets out three pri- 
mary business functions for the 
Corporation: deposit insurance, 
stabilization and dissolutions. (see 
page 7) 


Finally, the board revisited 
DICO’s four strategic objectives 
and added a fifth to reflect our 
new responsibilities for 
stabilization. They head the 
following five sections, which 
describe our activities in 1996. 


Eliminate the deficit by the 
year 2001, and then build a 
deposit insurance reserve fund 
This amended strategic objective 
highlights our commitment to 
eliminate DICO’s accumulated 
deficit. Our efforts continue to be 
successful. 


By the end of 1996, we had re- 
duced the Corporation’s accumu- 
lated deficit to $58.3 million. 
The $17-million reduction from 
last year was $9 million higher 
than our target. 


Corporate Operational Review 





Andrew Poprawa 
President & CEO 


DICO’s loss ratio (insurance losses 
as a proportion of premium rev- 
enue) for 1996 was 5.6% — 
much lower than the estimated 
28%. This one-year drop con- 
tributed to the long-term down- 
ward trend of our cumulative loss 
ratio. 


Our average borrowings for 1996 
were lower than budgeted. The 
Corporation’s loan guarantee 
from the Ontario Development 
Corporation expires in June 1997. 
DICO has begun discussions 
with the Ministry of Finance 
about financing the deficit until it 
is retired. 


In 1996 the Corporation reviewed 
the premium charged to its mem- 
bers, as it does every year. DICO 
intends to maintain the premium 
rate of $2.10 per thousand dollars 
of assets until the deficit is elimi- 
nated. A planned review of the 
premium structure, including the 
possibility of introducing a sys- 
tem of premiums based on risk, 
was deferred to 1997. 


Proactively assess and manage 
DICO’s insurance risks 

System Performance 
Nineteen-ninety-six was a mixed 
year for Ontario’s credit union 
and caisse populaire system. 


Low interest rates compressed 
spreads between interest paid and 
interest earned. Net interest in- 
come declined. Because of low in- 
terest rates, non-interest expenses 
stayed at 1995 levels. 


Return on assets before dividends 
and taxes declined 27 basis points 
over the year to 35 — an erosion 
of nearly 30%. 


Competitive pressures and 
changes in the Ontario economy 
and society continue to cause a 
number of member institutions to 
go out of business — 30 in 1996, 


DICO'S RISK INDEX COMPARED TO 
CUMULATIVE LOSS RATIO 
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leaving a total of 455. However, 
total regulatory capital in the sys- 
tem has risen to more than $700 
million, mostly due to new capital 
issues. DICO’s level of insurance 
risk has therefore continued its 
five-year decline. 


DEPOSIT INSURANCE FUND 
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Sound Business Practices 

Under the Credit Unions and 
Caisses Populaires Act, DICO is re- 
sponsible for establishing stand- 
ards of sound business practices 
for the industry. During 1996, 
DICO developed a set of pro- 
posed by-laws designed to estab- 
lish standards for all member 
institutions. At the request of in- 
dustry representatives the by-laws 
were simplified, becoming a sin- 
gle by-law that will be easier to 
understand and implement. The 
new proposed by-law is supported 
by the industry, and should be fi- 
nalized in 1997. DICO devel- 
oped sample policies and other 
tools to help institutions adapt 
the standards to their individual 
needs, and to learn about and ap- 
ply the by-law. 


The Corporation also developed a 
draft Member Institution Self-As- 
sessment Report (MISAR), which 
will allow member institutions to 
assess their level of compliance 
with the standards of sound busi- 
ness and financial practices. 
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Monitoring and Assessing Risk 

In 1996, DICO continued to de- 
sign and refine its tools for risk 
assessment. Risk assessment 
identifies institutions that may 
pose an unacceptable level of risk 
to the deposit insurance reserve 


fund. 


DICO manages a database of in- 
formation provided by institu- 
tions. In 1996 we began 
upgrading our technical capacity 
to efficiently obtain, manage and 
retrieve the data. Our improved 
systems will also enable us to con- 
tinue to fulfil our mandate to 
publish statistics about the credit 
union and caisse populaire sys- 
tem. 


During 1996, DICO obtained in- 
surance examinations on 25 insti- 
tutions which were classified as 
high risk. The examinations gave 
us an independent assessment of 
the risks faced by the institutions, 
and helped us decide whether to 
place an institution in an early 
resolution, supervision or admin- 
istration program. As the stabili- 
zation inspection program comes 
into full operation, the need for 
examinations will decline. 


Insurance Underwriting 

DICO conducts annual reviews of 
each institution’s performance 
and condition before renewing its 
deposit insurance. The Corpora- 
tion’s staff assess the risk level of 
the institution and decide what 
conditions, if any, should be 
added to the institution’s policy 
of deposit insurance. We will 
continue to streamline the assess- 
ment process as our information 
systems are developed and re- 
fined. 
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Administration 

In high risk situations, DICO has 
the power to place an institution 
under administration. DICO 
then takes control of the institu- 
tion and manages it directly on 
behalf of its members and share- 
holders, while taking into account 
the interests of depositors, credi- 
tors and other stakeholders. The 
Corporation moves quickly to se- 
lect a strategy for resolving the 
situation. To ensure it takes ap- 
propriate action, DICO has set up 
criteria for judging when an insti- 
tution should be placed under ad- 
ministration. 


The Corporation had 6 institu- 
tions under administration at the 
end of the year. In 1996, DICO 
facilitated the amalgamation of 
CUNA Credit Union with Avestel 
Credit Union, thereby protecting 
all members while minimizing 
the impact on the insurance fund. 


Dissolutions 

In most cases where member in- 
stitutions go out of business, 
DICO is appointed as liquidator 
of the estate. Our main purpose 
as liquidator is to recover as much 
as possible from the assets of the 
dissolved institution. 


In 1996 DICO completed final 
liquidations for 12 members insti- 
tutions. 


Enhance the financial 
soundness of the system 
through stabilization activities 
DICO added this new strategic 
objective to reflect its new respon- 
sibilities for stabilization programs. 


During 1996, DICO continued to 
develop its stabilization programs 
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in order to fulfil its expanded 
mandate under the Credit Unions 
and Caisses Populaires Act. The 
Corporation focused on establish- 
ing a program of on-site inspec- 
tions, and pursuing its early 
resolution program. 


Inspections 

The Corporation’s policy calls for 
an inspection of each member in- 
stitution every 24 months. DICO 
has established standards for 
quality, timeliness and cost, but 
does not have its own on-site in- 
spection staff. Instead, it con- 
tracts out the inspections, as 
much as possible, within the sys- 
tem. To begin its pilot inspec- 
tions program, DICO 
commissioned 140 inspections in 
1996 primarily undertaken by the 
Credit Union Central of Ontario 
and La Fédération des caisses 
populaires de l'Ontario. 


In 1997, DICO plans to have 180 
inspections of member institu- 
tions completed. A “Stabilization 
Inspection Brochure” explaining 
the process has been developed 
and distributed throughout the 
system. 


Early resolution 

The early resolution program 
helps the boards of directors of 
member institutions identify fi- 
nancial and operational problems. 
Through the program, the board 
is encouraged to develop and im- 
plement appropriate plans of ac- 
tion to resolve the problems. 
Early resolution ensures that 
small problems are resolved 
quickly and do not become large 
ones. 


During 1996, DICO worked with 





the boards of 38 member institu- 
tions to identify and resolve prob- 
lems. The Corporation estimates 
that number could rise to 45 in 


L9o%: 


Supervision 

If a member institution’s financial 
problems are more severe, or the 
board of directors does not have 
the skills required to resolve the 
problems, DICO may request the 
Director of Credit Unions to or- 
der an institution under supervi- 
sion. 


In 1996, DICO helped resolve 
seven high-risk situations through 
assets sales or wind-ups of the in- 
stitution, and assisted in recapi- 
talizing five institutions. 


The Corporation reviewed and 
adjusted the criteria that deter- 
mine when an institution should 
move in and out of supervision. 
We will continue to review the 
criteria every six months to ensure 
we are effectively managing our 


risk. 


The costs of supervision are 

charged-to the member institu- 
tion according to a standard fee 
schedule. DICO revised the fee 


schedule in 1996, in consultation 
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with the Stabilization Advisory 
Committee, to better reflect the 
actual costs of supervision. The 
fee schedule now recognizes the 
level of risk and complexity of an 
institution, based on capital levels 
and asset size. The new fees 
range from .03% to .07% of as- 
sets per year. 


Designate Stabilization Authorities 
Under the new Act, DICO is the 
stabilization authority for the sys- 
tem, and also has the power to 
delegate its powers to qualified 
Designated Stabilization Authori- 
ties (DSAs). While the Corpora- 
tion considers the most efficient 
approach to stabilization to be a 
single organization, it also recog- 
nizes and values differing stake- 
holder visions and cultural 
differences in the Ontario system. 
Therefore DICO is receptive and 
open to considering delegating 
stabilization activities to DSAs. 


In 1996, DICO received applica- 
tions to form DSAs from the sys- 
tem’s two Francophone leagues. 
The Corporation is currently in 
discussions with these leagues. It 
will work in partnership with 
DSAs by sharing expertise and re- 
sources to deliver the stabilization 
program. If other groups do not 
apply to form DSAs, DICO will 
continue to act as the stabilization 
authority for the remaining mem- 
ber institutions. 


Maintain collaborative 
relationships with stakeholders 
DICO needs to work closely with 
member institutions, leagues and 
associations, and the government. 
In all its work, DICO continues 
to respect the principles and val- 
ues of the credit union and caisse 
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populaire system. In 1996, the 
Corporation took several impor- 
tant steps to build collaborative 
relationships with its stakehold- 
ers. 


DICO and the Ministry of Fi- 
nance reviewed their roles and re- 
sponsibilities in an effort to 
reduce the burden of regulatory 
compliance for member institu- 
tions. They signed a Letter of 
Understanding that clarifies their 
roles and establishes a policy of 
mutual reliance, and also formed 
an ongoing Liaison Committee. 
The Corporation continued its ef- 
forts to improve communications 
and relationships with stakehold- 
ers through its Advisory Commit- 
tees. The Chair of DICO’s board 
of directors also established an in- 
formal Chair advisory group, 
composed of the Chairs of the 
leagues and associations and 
DICO and the Deputy Minister, 
Financial Institutions and Rev- 
enue, from the Ministry of Fi- 
nance. 


The Board approved holding 
DICO’s first information meeting 
for stakeholders (March 1997) to 
explain our operations and answer 
stakeholders’ questions. 


DICO surveyed a sample of in- 
dustry stakeholders to find out 


how we could improve communi- 
cations. We kept stakeholders in- 
formed through frequent System 
Releases on timely topics. 


We established a bilingual 
Internet site to give stakeholders 
and the public easy access to 
DICO publications and informa- 
tion. 


Manage the human, financial, 
technical and physical 
resources of the Corporation 
effectively and efficiently 
DICO achieved almost all of its 
1996 business plan targets. We 
continued to develop and 
strengthen measures of program 
effectiveness and internal controls 
to ensure that the Corporation 
utilizes its resources both effec- 
tively and prudently. DICO spent 
15 per cent less on operating ex- 
penses than was approved in its 


1996 budget. 


To ensure DICO’s information 
systems meet its needs, and those 
of the government and the sys- 
tem, we developed a strategic 
plan for our information systems, 
and installed a new technology 
platform. As a result, we will be 
able to more effectively collect, 
use and distribute information. To 
support our efforts to communi- 
cate and collaborate with stake- 
holders, we provided 
communications skills training to 
all DICO field and management 
staff. 


During 1996, the Corporation’s 
made the transition to its new 
role of protecting depositors pri- 
marily through loss prevention. 
The system, Ministry of Finance 
and DICO moved significantly 
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toward an helping member insti- 
tutions self-manage risk. 


Our monitoring, inspections, 
early resolution, and supervision 


programs will continue to focus 
on identifying problems and help- 
ing the boards of member institu- 
tions resolve them. 


The continued decline in the De- 
posit Insurance Reserve Fund 
deficit is dependent on long term 
loss prevention and early action. 


We look forward to 1997 as a 
year with many challenges and 
opportunities for DICO and the 
system. 


frat" 


Andrew Poprawa 
President & CEO 


fu It 


James Maxwell 
Director, 
Corporate Resources 
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C.William D. Foster 


Vice President 


Cela ares 


John Burgman 
Director, 


Information Systems 


Deposit Insurance Corporation of Ontario 


Management's Responsibility 


The Deposit Insurance Corporation of On- 
tario's management is responsible for the 
integrity and fair presentation of the finan- 
cial statements included in the annual re- 
port. The financial statements have been 
prepared in accordance with accounting prin- 


ciples generally accepted in Canada. 


The Corporation maintains systems of inter- 
nal accounting controls of high quality con- 
sistent with reasonable cost. Such systems 
are designed to provide reasonable assurance 
that the financial information is accurate and 
reliable and that company assets and liabili- 
ties are adequately accounted for and assets 
safeguarded. 


The financial statements have been reviewed 
by the Corporation's Audit and Finance Com- 
mittee and have been approved by its Board 
of Directors. In addition, the financial state- 
ments have been examined by KPMG, the 
auditors, whose report follows. 


ae 


Andrew Poprawa 
President & CEO 


a 


Gary Ahing 
Comptroller 
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Auditors' Report KPH IG 


To the Board of Directors of 
Deposit Insurance Corporation of Ontario 


We have audited the balance sheet of Deposit In- 
surance Corporation of Ontario as at December 31, 
1996 and the statements of operations and defi- 
ciency of the deposit insurance fund and changes 
in financial position for the year then ended. These 
financial statements are the responsibility of the 
Corporation’s management. Our responsibility is 
to express an opinion on these financial statements 
based on our audit. 


We conducted our audit in accordance with gener- 
ally accepted auditing standards. Those standards 
require that we plan and perform an audit to ob- 
tain reasonable assurance whether the financial 
statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the fi- 
nancial statements. An audit also includes assess- 
ing the accounting principles used and significant 
estimates made by management, as well as evalu- 
ating the overall financial statement presentation. 


In our opinion, these financial statements present 
fairly, in all material respects, the financial posi- 
tion of the Corporation as at December 31, 1996 
and the results of its operations and the changes in 
its financial position for the year then ended in ac- 
cordance with generally accepted accounting prin- 
ciples. 


KPING 


KPMG 
Chartered Accountants 


Toronto, Canada 
January 24, 1997 
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Deposit Insurance Corporation of Ontario 


Balance Sheet 


December 31, 1996, with comparative figures for 1995 (in thousands of dollars) 


ASSETS 


Cash 
Accounts and interest receivable 
Deposit insurance advances recoverable 
Loan receivable 
Real estate held for resale 
Capital assets 

(net of accumulated amortization 


of $2,046 (1995 - $1,882)) 


LIABILITIES 

Bank indebtedness (note 3) 

Payables and accruals 

Notes payable (note 4) 

Accrual for deposit insurance losses (note 5) 


Total Liabilities 


Deficiency of the Deposit Insurance Fund 


Contingencies (note 10) 


See accompanying notes to financial statements 


On behalf of the Board: 
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Director 


Director 
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$ 9,656 
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22,750 
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62,778 
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$ 3,985 


$ 21,747 
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$ 4,509 


ih AE 


75,286 





$ 3,985 
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Deposit Insurance Corporation of Ontario 


Statement of Operations and Deficiency of the Deposit Insurance Fund 
Year ended December 31,1996, with comparative figures for 1995 (in thousands of dollars) 



































INCOME 1996 199) 
Premium Income $ 25,361 $24,618 
Other Income 103 Ly 
25,464 le ite Ls 
EXPENSES 
Provision for losses (note 5) 1,424 2,448 
Salaries and benefits 3,638 2,911 
Interest expense 1,156 2,504 
Operating expense 3,356 12305 
Recovery of operating expense (13127) (99) 
Social contract expense - 121 
8,447 9,738 
Excess of income over expenses dy a es 14,997 
Special charge - settlement of lawsuit - 9,416 
Excess of income over expenses 17,017 5,81 


Deficiency of the Deposit Insurance Fund, 
beginning of year 75,286 80,867 





Deficiency of the Deposit Insurance Fund, 


end of year $ 58,269 $75,286 


See accompanying notes to financial statements. 
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Deposit Insurance Corporation of Ontario 


Statement of Changes in Financial Position 


Year ended December 31,1996, with comparative figures for 1995 (in thousands of dollars) 


Cash received from (applied to): 


Operations: 
Excess of income over expenses 
Items charged to operations not affecting cash 
Provision for losses 


Amortization 


Changes in: 
Accounts and interest receivable 
Loan receivable 
Real estate held for resale 
Payables and accruals 
Deferred premium 


Financing and investing activities: 
Purchase of capital assets 
Proceeds on sale of capital assets 
Repayment of bank term loan 


Deposit protection activities: 
Deposit insurance net advances 


Increase (Decrease) in cash position 
Cash position, beginning of year 


Cash position, end of year 


Cash position is defined as cash less bank indebtedness. 


See accompanying notes to financial statements. 
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1996 





$ 17,017 


1,424 
236 


ee 








18,677 








(24) 

(177) 

(1,200) 
85 








(1,316) 








17,361 








(430) 
6 








(424) 


(136) 
i 
(7,800) 








(5,040) 


(7525) 








11,897 


(215512) 


(4,018) 








$ (9,615) 


(3,669) 
(17,843) 





$ (21,512) 


Deposit Insurance Corporation of Ontario 


Notes to Financial Statements 
Year ended December 31, 1996 


GENERAL 

Deposit Insurance Corporation of Ontario is a Corpo- 
ration without share capital established under the pro- 
visions of the Credit Unions and Caisses Populaives Act. 


The statutory objects of the Corporation under the Act 
are to: 

* provide deposit insurance 

* act as stabilization authority 

* promote standards of sound business practices 

* collect and publish statistics 

* provide financial assistance 

* act as administrator 

* minimize deposit insurance risk and size of claims 


The Act empowers the Corporation to assess its mem- 
ber institutions to meet the Corporation’s requirements 
for insurance funding and administrative costs. The 
Corporation establishes its premium levy annually. The 
established premium levy is submitted to the govern- 
ment of Ontario for review and incorporation into the 
regulations through appropriate amendments as nec- 
essary. 


1. GOING CONCERN ASSUMPTION: 

These financial statements have been prepared on the 
going concern basis, which assumes that assets will be 
realized and liabilities and obligations will be dis- 
charged in the normal course of business. The applica- 
tion of the going concern concept is dependent upon 
the Corporation’s ability to obtain sufficient additional 
financial resources to meet its liabilities. The Corpora- 
tion’s present borrowings are guaranteed by the Prov- 
ince of Ontario. The guarantee expires June 18, 1997. 
There are no guarantee fees. 


2. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES: 

These financial statements have been prepared in ac- 
cordance with generally accepted accounting princi- 
ples. These financial statements do not reflect the 
assets, liabilities or operations of credit unions or caisses 
populaires where the Corporation has been appointed 
liquidator. 


(a) Premium income: 
Premiums are based on insured deposits held by mem- 
ber institutions. Premium income is recognized when 


billed. 
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(b) Provision for losses: 

The provision for losses includes allowances against de- 
posit insurance advances and an accrual for losses for 
which advances have not been made at the balance sheet 
date. 


Funds advanced in respect of deposit insurance and loans 
to member institutions are initially recorded at cost. 
Deposit insurance advances recoverable are presented 
on the balance sheet net of allowances thereon. 


The accrual for deposit insurance losses includes both 
provisions for specific losses and a general provision for 
losses. 


Specific provisions for losses in respect of insured de- 
posits are estimated by management and recorded at 
the time that member institutions are known to have 
become insolvent or when other conditions exist that 
will likely result in losses to the Corporation. 


The general provision for losses reflects management’s 
best estimate of losses on insured deposits arising from 
the inherent risk in the credit union/caisse populaire 
system. The provision is established by assessing the 
aggregate risk in member institutions based on current 
market and economic conditions, the likelihood of losses 
and the application of historic loss experience. Future 
economic conditions are not predictable with certainty 
and actual losses may vary, perhaps substantially, from 
management's estimates. 


(c) Real estate held for resale: 

The real estate was purchased by the Corporation in 
order to facilitate the amalgamation of CUNA of On- 
tario Credit Union Limited with Avestel Credit Union 
Limited. The value of the real estate has been recorded 
at cost which represents management’s best estimate 
of fair market value. 


(d) Capital assets: 

These are recorded at cost. Amortization of furniture 
and equipment is provided by the diminishing-balance 
method at the rate of 20% per annum. Computer and 
related equipment and software are amortized over three 
years on a straight-line basis. Leasehold improvements 
are amortized on a straight-line basis over the term of 
the lease. 


(e) Leases: 

Leases are classified as either capital or operating. A 
lease which transfers substantially all the benefits and 
risks incidental to ownership of property is accounted 
for as if it were an acquisition of an asset and the incur- 
rence of an obligation at the inception of the lease. All 
other leases are accounted for as operating leases wherein 
rental payments are charged to earnings as incurred. 
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(f) Fair value of financial assets and liabilities: 

The fair value of accounts and interest receivable and 
deposit insurance advances recoverable is assumed to 
be equal to book value. The underlying security for 
the loan receivable has an appraised value in excess of 
the amount stated. Real estate held for resale is based 
on an analysis of the facilities including valuations by 
independent appraisers. Capital assets are stated at 
cost net of accumulated amortization. Bankers’ ac- 
ceptances are stated at the discounted value . Notes 
payable are at face value. Accrual for deposit insur- 
ance losses is as stated in note 5. 


3. BANK INDEBTEDNESS: 

The bank indebtedness bears interest ranging from 
2.97% to 3.1% and is due January 29, 1997. The bank 
indebtedness is guaranteed by the Province of Ontario. 


4. NOTES PAYABLE: 

Promissory notes payable bear interest, compounded 
monthly, at a rate set monthly equal to the higher of 
the average yield on the first three-month Ontario 
Treasury Bill auction or average yield on the first three- 
month Canada Treasury Bill auction. The notes are 
due October 30,1997, are callable by the Corporation 
and are guaranteed by the Province of Ontario. Inter- 
est expense on notes payable amounted to $1,013,000 
(1995 - $1,615,000). 


5. PROVISION FOR LOSSES: 

The provision for losses includes specific provisions for 
known or likely losses from specific member institu- 
tions and a general provision for losses not identified 
with specific institutions. That portion of the provi- 
sion for losses recorded in the year and in previous years 
which has not yet required payment by the Corpora- 
tion is shown in liabilities on the balance sheet as ac- 
crual for deposit insurance losses. 
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1996 ee) 
(thousands) 
Accrual for deposit insurance losses 
beginning of year $ 33,718 $ 33,755 
Changes in respect of member 
institutions where a loss was 
identified in the current year: 
- increase in deposit insurance 
advance recoverable 15 aip 
- Provision for losses 2295 3,883 
Changes in respect of member 
institutions where a loss was 
identified in prior years: 
- (Decrease) increase in deposit 
insurance advance recoverable (886) 1,218 
- Provision for losses (831) (1,435) 
34,272 INES 
Net deposit insurance claims 5,040 4,018 
Accrual for deposit insurance losses 
end of year $ 29,231 $ 33,718 


The general provision for losses included in the accrual 
for deposit insurance losses amounted to $4,000,000 
(1995 - $4,000,000). 


In order to facilitate the amalgamation of CUNA of 
Ontario Credit Union Limited with Avestel Credit Un- 
ion Limited, the Corporation guaranteed a portion of 
the principal and income loss that may occur on cer- 
tain commercial and retail loans. The guarantee amount 
of $3.5 million is fully provided in the accrual for de- 
posit insurance losses. The guarantee will continue to 
be in force on a diminishing basis until the year 2000. 
A guarantee fee is payable by Avestel Credit Union Lim- 
ited to the Corporation quarterly at the rate of 1% per 
annum on the diminishing balance. 


6. LEASE COMMITMENTS: 

The operating lease for the Corporation’s premises is a 
ten-year lease ending August 1, 1998. The future mini- 
mum rent is $337,000 per year until August 1, 1998. 
In addition, the Corporation is required to pay prop- 
erty taxes and common area maintenance costs. 


7. INCOME TAXES: 

The Corporation is subject to income taxes under the 
Income Tax Act. It has accumulated losses for income 
tax purposes of $59,422,000. They expire as follows: 


Deposit Insurance Corporation of Ontario 


Originating Expiring Amount 
Taxation Year Taxation Year (Thousands) 
1990 1997 $ 12,911 
1991 1998 9,919 
1992 Mee) 8,242 
Np ae 2000 7173 
1994 2001 6,619 
199) 2002 6,987 
1996 2003 7,566 

$ 59,422 


Potential tax benefits resulting from these business 
losses have not been recognized in the financial state- 
ments. 


8. PENSION PLAN: 

The Corporation has a defined benefit pension plan. 
The estimated value of the pension fund assets at De- 
cember 31, 1996 is $ 2,307,000 (1995 - $2,000,000) 
and the estimated actuarial present value of accrued 
pension benefits is $ 2,239,000 (1995 - $1,874,000). 
Defined benefit pension plan expense included in the 
statement of operations was $244,000 (1995 - 
$173,000). 


9. DIRECTORS’ EXPENSE: 
During the year the directors received an aggregate 
remuneration of $120,000 (1995 - $82,000). Total 
directors’ expense including the remuneration was 
$180,000 (1995 - $130,000). 


10. CONTINGENCIES: 

The Corporation is subject to various legal actions 
brought against it in the normal course of business, 
when acting in the capacity of administrator or liqui- 
dator. It is the view of the Corporation’s management 
that these actions will be successfully defended. Ac- 
cordingly, no provisions have been made in these fi- 
nancial statements. 


11. FAIR VALUE DISCLOSURE: 

The fair value of financial assets and liabilities which 
include cash, accounts and interest receivable, loan re- 
ceivable, bank indebtedness, payables and accruals, and 
notes payable approximate their carrying amounts. 


The fair value of deposit insurance advances recover- 
able and accrual for deposit insurance losses have been 
omitted because it is not practicable to determine fair 
value with sufficient reliability. 


1996 Annual Report 





12. COMPENSATION: 
The following information was furnished in compli- 
ance with the Public Sector Salary Disclosure Act, 1996. 





Employee Position held Compensation Taxable 
Benefits 

Baksh, Badrudeen _ Vice President 

Insurance and Risk 

Assessment $108,375 $7,351 
Brydges, Barry Director 

Supervision $104,000 $6,300 
Foster, C. William D. Vice President 

Supervision and Asset 

Management $115,425 $8,698 
Poprawa,Andrew President 

and CEO $145,000* $7,145 


* includes an incentive payment of $10,000 


13. COMPARATIVE FIGURES: 

Certain comparative figures for 1995 have been re- 
stated to conform with the financial statement pres- 
entation adopted for 1996. 


Corporation's Report on Liquidations 


It is the responsibility of the liquidator of a member 
institution to maximize the recovery of the assets of 
the member institution in dissolution for the benefit 
of all creditors. The Deposit Insurance Corporation of 
Ontario (DICO) is usually the largest unsecured credi- 
tor of a dissolved member institution. In this regard, 
DICO has a direct interest in ensuring that the liqui- 
dator’s duties and responsibilities are managed in an 
efficient, cost effective manner. DICO, in its capacity 
as liquidator, employs internal resources for the pur- 
pose of collecting, monitoring and realizing on the as- 
sets of member institutions in liquidation. 


As the largest unsecured creditor in most instances, 
DICO can best manage its losses by directly control- 
ling the liquidation process. Through direct control 
and management, DICO can also protect neighbouring 
member institutions from any potential loss of confidence. 


Under the Credit Unions and Caisses Populaires Act, 
1994, the liquidator is required to prepare a statement 
of affairs at the date of liquidation. It is DICO’s practice 
as liquidator to commission independent accountants 
to prepare such statements of affairs. To minimize 
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liquidation costs and avoid any potential delay in 
conducting the liquidation, DICO does not require 
that these statements of affairs be audited. 
Consequently, in the absence of opening audited 
financial information, the liquidator’s auditors, KPMG, 
qualify their report on the results of DICO’s activities 
as liquidator. 


During the year, DICO as liquidator took possession 
and control of three member institutions with reported 
combined assets with a book value of $2.9 million, 
before provisions. The unaudited financial statements 
received from the independent accountants indicated 
that the net book value of the assets, after provisions 
for loan losses, of these three member institutions was 
$2.6 million. Total claims against these assets, as at 
dissolution date were $3.0 million. 


DICO recovered $6.2 million from the liquidation of 
assets and settled creditors’ claims of $3.6 million in 
1996. Claims include costs incurred to effect the liq- 
uidation and realization on the assets under the liqui- 
dator’s control and the distribution of the assets 
recovered to creditors. In certain cases, assets are sold 
on a going concern basis to another member institu- 
tion for which payment is made by the assumption of 
an equal value of depositor claims. 


As at December 31, 1996, the book value of the com- 
bined assets remaining to be liquidated totalled $17.3 
million. The vast majority of these assets represent 
impaired loans. Accordingly, the estimated recoveries 
on these assets will be significantly below the amounts 
recorded. Management’s best estimates of these fu- 
ture recoveries is $2.5 million. 


ae 


C.William D. Foster 
Vice President 


Andrew Poprawa 
President & CEO 
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Auditors' Report KPMG. 


To the Board of Directors of 

Deposit Insurance Corporation of Ontario 

We have audited the statement of combined assets and 
creditors’ claims as at December 31, 1996, under the 
control of Deposit Insurance Corporation of Ontario 
as liquidator and the statement of changes in com- 
bined assets and creditors’ claims for the year then 
ended. These financial statements are the responsibil- 
ity of the Corporation’s management. Our responsi- 
bility is to express an opinion on these financial 
statements based on our audit. 


Except as explained in the following paragraph, we 
conducted our audit in accordance with generally ac- 
cepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of 
material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


Upon appointment as liquidator of a credit union or 
caisse populaire, the Corporation engages independ- 
ent accountants to prepare an unaudited statement of 
affairs which sets out the assets and creditors’ claims 
as at the date of commencement of the liquidation. As 
the statements of affairs are unaudited, we are unable 
to verify whether the books and records of the credit 
unions/caisses populaires are complete and accurate at 
the commencement of liquidation. 


In our opinion, except for the effect of adjustments, if 
any, which we might have determined to be necessary 
had we been able to verify the assets and creditors’ 
claims taken under the control of the Corporation at 
the commencement of liquidation, these financial state- 
ments present fairly, in all material respects, the com- 
bined assets and creditors’ claims under the control of 
the Corporation as liquidator as at December 31, 1996 
and the changes in the combined assets and creditors’ 
claims for the year then ended in accordance with the 
basis of accounting disclosed in note 1. 


KPING 
KPMG 


Chartered Accountants 
Toronto, Canada 
January 24, 1997 


Deposit Insurance Corporation of Ontario 


Deposit Insurance Corporation of Ontario as Liquidator 


Statement of Combined Assets and Creditors’ Claims under the Control of the Corporation as 
Liquidator 


December 31, 1996, with comparative figures for 1995 (in thousands of dollars) 





1996 1995 
(Restated - Note 3) 

ASSETS 
Cash $ ©6884 $ 459 
Loans, at original book value 15,821 19,346 
Investments and other assets 485 543 
Real estate held for sale 955 921 

$ 17,345 $ 21,269 
CREDITORS’ CLAIMS 
Deposit Insurance 
Corporation of Ontario (Note 2) $ 51,100 $ 79,290 
Deposits 899 1,980 
Other creditors 698 393 
Total creditors’ claims $ 52,697 $ 81,663 





See accompanying notes to the statement of combined assets and creditors’ claims 
under the control of the Corporation as liquidator. 


On behalf of the Board: 


ze 
fla A fou 


Director 


Director 
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Deposit Insurance Corporation of Ontario as Liquidator 


Statement of Changes in Combined Assets and Creditors’ Claims 
Year ended December 31, 1996 (in thousands of dollars) 


1996 Wee 
Cash received from (applied to): 
Operations: 
Recovery of assets from liquidation activities $ 6,157 $. 12376 
Settlement of creditors’ claims and liquidation expenses (35973) (18,345) 
2,584 (5,969) 
Financing Activities: 
Liquidations Assumed: 
Assets as a result of new liquidations (2,870) (6,164) 
Liabilities as a result of new liquidations 3,037 6,919 
Net (recoveries to) advances from the deposit insurer (3,388) 3,659 
(3322)1) 4,414 
Cash received as a result of new liquidations 262 1,391 
(2,959) 5,805 
Decrease in cash position GT) (164) 
Cash position, beginning of year 459 623 
Cash position, end of year $ 84 $ 459 


See accompanying notes to the statement of combined assets and creditors’ claims under 
the control of the Corporation as liquidator. 
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Notes to Statement of Combined Assets and 
Creditors’ Claims under the Control of the 


Corporation as Liquidator, 
Year Ended December 31, 1996 


Deposit Insurance Corporation of Ontario (the “Corpora- 
tion”) has been appointed liquidator of credit unions and 
caisses populaires. In this capacity, the Corporation is re- 
sponsible for the individual liquidation of a member insti- 
tution’s assets in an orderly manner and applying the 
proceeds towards the claims of its creditors. These financial 
statements are a combination of the financial statements of 
75 (1995-97) credit unions and caisses populaires currently 
in liquidation, each liquidation being carried out as a sepa- 
rate legal proceeding. 


1.SIGNIFICANT ACCOUNTING POLICIES: 

(a) Basis of presentation: 

These statements of combined assets and creditors’ claims 
and changes in combined assets and creditors’ claims under 
the control of the Corporation are prepared on the basis of 
accounting disclosed in these notes. Upon commencement 
of liquidation of a credit union/caisse populaire, its financial 
statements cease to be prepared on a going concern basis 
and all transactions are recorded on a cash basis. 


These financial statements present the combined assets and 
creditors’ claims of all the credit unions and caisses popu- 
laires currently being liquidated by the Corporation. The 
reader of this statement is cautioned that this state- 
ment is not prepared in accordance with generally ac- 
cepted accounting principles and the amount of assets 
under the control of the Corporation does not purport 
to be the expected recoverable amount or their fair 
value. 


(b) Loans: 

Loans are recorded at the book value of the outstanding 
amount at the date of liquidation less cash received for the 
principal payments in the liquidation period. No allowance 
for loan losses has been recorded and no attempt has been 
made to estimate the net recoverable amount from loans. 


Due to their nature, a substantial portion of the loans is 
considered impaired as there is doubt about the timely col- 
lection of principal and interest in full. 


(c) Accrued interest receivable: 

Accrued interest receivable represents the amount of inter- 
est receivable recorded up to the date of liquidation less any 
cash received in payment of that amount during the liqui- 
dation period. From the date of liquidation, all loans with 
interest receipts are accounted for on a cash basis. 
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(d) Investments and other assets: 
Investments and other assets are stated at their book values 
as at the date of liquidation. 


(e) Real estate held for sale: 
Real estate is stated at the net book value as recorded at the 
date of liquidation. Depreciation is not recorded. 


(£) Creditors’ Claims: 

The Deposit Insurance Corporation of Ontario (DICO) in- 
sures deposits of members of credit unions and caisses popu- 
laires to the statutory limit. In the event of the liquidation 
of a member institution, the Corporation pays insured de- 
positors and thus assumes the depositors’ claims against the 
assets of the credit unions and caisses populaires in liquida- 
tion. The amounts owing to DICO represents the Corpora- 
tion’s claims against the assets of 75 (1995-97) credit unions 
and caisses populaires currently in liquidation. 


(g) Contingenctes: 

Certain credit unions/caisses populaires in liquidation are 
defendants in lawsuits. No accruals have been made for any 
costs or losses which may occur as a result of these actions. 


(h) Comparative figures: 
Certain comparative amounts have been reclassified to con- 
form with the current year’s presentation. 


2. CREDITORS’ CLAIMS 
The Corporation's claims changed from the prior year as follows: 


1996 1995 
(in thousands of dollars) 





Corporation’s claims, 





beginning of year $ 79,290 $74,876 
Unsatisfied claims removed by the 

Corporation as liquidator (24,969) - 
Financing activities (3,221) 4,414 
Corporation’s claims, 

end of year $ 51,100 $79,290 


During the year 1996, the Corporation removed its claims 
against 25 credit unions from the financial statements as it 
was determined that there would be no further realization 
on these credit unions’ assets. 


3. PRIOR PERIOD ADJUSTMENT 

The assets and liabilities for the comparative year 1995 have 
been restated to exclude a specific credit union as it is not 
yet the responsibility of the Corporation as liquidator, but 
remains under the direction of the Corporation. 


As a result, the Corporation’s figures for 1995 have been 
amended by reducing assets by $2,733,000, reducing credi- 
tors’ claims by $3,340,000, reducing cash received from op- 
erations by $126,000 and reducing cash from financing 


activities by $126,000. 
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Advisory Committees 


PERFORMANCE ANALYSIS ADVISORY 

COMMITTEE 

Function and Responsibilities: 

¢ Advice on matters related to the gathering and 
dissemination of member institution financial 
condition and performance information, and the 
use of DICO’s member institution data base; 


Ways and means of optimizing the use of system 
reports; 


Information required by users, including its 
frequency; 


Ways and means of capturing data and distribut- 
ing Output; 


Allocation to users of the costs of analysis and 
reporting; 

© Medium and long range endorsement of develop- 
ments in the use of information technology. 


Members: 

Normand Demers, Caisse populaire d'Earlton 
Limitée, Location:Earlton 

John Ebsary, Ottawa Carleton Education Credit 
Union Limited, Location:Ottawa 

Michel Gingras, La Fédération des caisses 
populaires de |’Ontario Inc., Location:Ottawa 
Barry Scoulding, Niagara Credit Union Limited, 
Location:St. Catharines 

Don Maisonville, Credit Union Central of Ontario, 
Location:Toronto 

Gary M. Seveny, The Civil Service Co-operative 
Credit Society Limited, Location:Ottawa 

Nardeo Sham, Ministry of Finance, 

Location: Toronto 

Dale Steeves, Southwest Region Credit Union 
Limited, Location: Sarnia 


SOUND BUSINESS PRACTICES ADVISORY 

COMMITTEE 

Function and Responsibilities: 

Review and provide comments and input on: 

* Draft standards and guidelines on sound business 
and financial practices; 

* Methods for the effective delivery, implementation 
and enforcement of standards and guidelines. 
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Members: 

Cees Bijl, DUCA Community Credit Union 
Limited, Location:Toronto 

Daniel Brault, La Fédération des caisses populaires 
de l’Ontario Inc., Location:Ottawa 

Ron Dias, Ministry of Finance, Location:Toronto 
Rick Hoevenaars, St. Willibrord Community 
Credit Union, Location:London 

Sean G. Jackson, Niagara Credit Union Limited, 
Location:St. Catharines 

Stan Krol, St. Stanislaus-St. Casimir’s Polish 
Parishes Credit Union Limited, Location:Toronto 
Don Maisonville, Credit Union Central of Ontario, 
Location:Toronto 

Jim Mitchell, Hepcoe Credit Union Limited, 
Location: Toronto 

Bill Walton, North Bay Municipal Credit Union 
Credit Union, Location: North Bay 


STABILIZATION ADVISORY COMMITTEE 

Function and Responsibilities: 

* Review standards and guidelines with respect to 
stabilization activities; 

* Review and provide input on methods for the 
effective delivery, implementation and 
enforcement of stabilization programs. 


Members: 

Jonathan Guss, Credit Union Central of Ontario, 
Location: Mississauga 

Roger Frenette, La Fédération des caisses 
populaires de l'Ontario, Location: Ottawa 

Sean G. Jackson, Niagara Credit Union Limited, 
Location: St. Catharines ; 
Don Maisonville, Credit Union Central of Ontario, 
Location: Toronto 

Michel Paulin, L'Alliance des caisses populaires de 
l'Ontario, Location: North Bay 

Tom Robins, Association of Credit Unions of 
Ontario, Location: Toronto 

John Harper, Ministry of Finance, 

Location: Toronto 

Luba Mycak, Ministry of Finance, 

Location: Toronto 
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Deposit Insurance Corporation of Ontario 
Offices: 

4711 Yonge Street, Suite 700, 

North York, Ontario 

M2N 6K8 

(416) 325-9444 

1-800-268-6653 Toll Free 

FAX: (416) 325-9722 

INTERNET SITE http://www.dico.com 
E-mail:dico@dico.com 


List of DICO Publications 

e Annual Report 

¢ Corporate Plan - 1997 to 2001 

e DIALOGUE, Newsletter on Sound Business 
and Financial Practices 

¢ How your deposits are insured 


¢ Information Brochure - Stabilization Inspections Program 


¢ Handbook of Sound Business and Financial Practices 
¢ System Releases 
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April 30, 1998 


To Leagues, Financial Institutions, Ministry 
of Finance, Chartered Accountants and 
Libraries 


Subject: Deposit Insurance Corporation 
of Ontario’s 1997 Annual 


Report 


I am pleased to enclose the 1997 Annual 
Report of the Deposit Insurance Corporation 
of Ontario. 


The annual report, as well as all of our other 
publications, are also available on our 
Internet site at http://www.dico.com. 


Should you have any questions or comments 
please call us at 1-800-268-6653. 





Le 30 avril 1998 


Aux fédérations, institutions financiéres, 
ministére des Finances, comptables agrées 
et librairies 


Objet: Le rapport annuel de la Société 
ontarienne d’assurance-dépots 
pour 1997 


J'ai le plaisir de vous faire parvenir, ci- 
inclus, un exemplaire de notre Rapport 
annuel 1997. 


Toutes nos publications, y compris le 
Rapport annuel, sont accessibles sur 
|’ Internet a |’ adresse http://www.soad.com. 


Si vous avez des questions ou commentaires 
sur ce qui précéde, n’hésitez pas a nous 
appeler au 1-800-268-6653. 


futcste” | fara ho 


Andrew Poprawa 
President & CEO 


encl. 


R:\corp\docs\ann-rep\ 97 annual report bilingual letter 


Andrew Poprawa 
Président et chef de la direction 


pj. 
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Shane A. Kelford 
Chair of the Board Président du Conseil d'administration 


April 30, 1998 


The Honourable Ernie Eves 
Minister of Finance 

Frost Building South, 7th floor 
7 Queen's Park Crescent 
Toronto, Ontario 

M7A 1Y7 


Dear Minister: 


I have the honour to submit to you and the Director of Credit Unions the Annual Report of the 


Deposit Insurance Corporation of Ontario for the 12 month period ended December 31, 1997. 


Yours truly, 


Sie Pade 


Internet Home Page:http://www.dico.com, E-mail:dico@dico.com Internet Page d’accueil: http://www.soad.com, Courrier él.: soad@soad.com 
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MISSION 
TO PROTECT DEPOSITORS 


VISION 


We will support the Ontario credit union and caisse populaire system by 


providing depositor protection, building financial soundness and working in 


collaboration with stakeholders 


VALUES 
In all our activities we will strive to: 
© ct with professionalism and integrity 
© Provide value 


¢ Be proactive and innovative 


© Recognize and respect the principles, values and diversity of the credit 


union/caisse populaire system 
© Collaborate with stakeholders 


® Recognize the diversity and acknowledge the importance of our staff 


© Provide an environment where employees are treated fairly, and given 


opportunity and encouragement to develop their potential 





Ahing, Gary 
Amoah, Kwabena 
Asare, lsobel 
Atanassova, Liliana 
Barber, Adrienne 
Barr, Vera 

Berzins, Elmer 
Blair, Robert 
Brachman, Alla 
Brydges, Barry 
Burgman, John 
Caivano, David 
Charbonneau, Bob 


DICO STAFF 
Chinoy, Aamir Ingram, Lori 
Dale, Richard Khoja, Yasmin 
Daoust, Gerry Kingston, Tom 
Dejean, Jeff Kokaliaris, Steve 
Denison, Judi Lalonde, Joel 
D’Errico, Tony Long, Michael 
Edmison, Bob Luk, Peter 
Ennis, Michele Luskin, Peter 
Foster, Bill Mansfield, Lesley 


Fraser, Leslie 
Gheorghe, Carmen 
Haslett, Sharon 
Hutton, John 


Maxwell, Jim 
McLeary, Alana 
McQuade, Bryan 
Merrifield, David 


Myles, Joyce 
Nadon, Lori 
Pianezza, Danny 
Poprawa, Andy 
Ruano, Mercedes 
Schrattner, Carole 
Stodler, Debbie 
St-Germain, Marie 
Tambosso, Donna 
White, Michael 
White, Richard 
Wong, Chia Choon 
Yu, Winnie 
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PEP er One eee 


Shane Kelford, Chair of the Board of Directors 


The Deposit Insurance Corporation of Ontario 
(DICO) concluded its 20° year of service by con- 
tinuing to fulfill its mission - to protect depositors 
of credit unions and caisses populaires in Ontario. 
DICO is proud of its unblemished record - no de- 
positor has ever experienced a loss of their depos- 
its placed with a member institution in the 


province since DICO’s inception in March, 1977. 


Throughout the year, DICO continued to foster 
strong working relationships with both the industry 
and government. This helped DICO understand is- 
sues of concern to the industry and continue refin- 
ing its risk assessment and management programs. 
The introduction of DICO’s By-law No. 5 on 
Standards of Sound Business and Financial Prac- 
tices was accomplished with significant industry in- 


put and support. 
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Despite a large loss in one member institution, 
DICO made substantial progress in reducing the ac- 
cumulated deficit from $58.3 to $50.2 million in 


1997. The Corporation remains on target to elimi- 


nate the deficit by 2001. 


Premium levels and insurance coverage continue to 
be issues of concern to DICO’s member institu- 
tions. The board of DICO is acutely aware of the 
impact of high insurance premiums on the ability of 
credit unions and caisses populaires to compete in 
today’s financial marketplace. The Corporation's 
deficit in the insurance fund limits the options for 
reducing the deficit and premiums concurrently. 
However, DICO will review loss experience and 
consider partial premium rebates if future deficit re- 


duction targets are exceeded. 


In March 1997, DICO held its first information 
meeting. This meeting provided the Corporation 
with the opportunity to share its strategic direction, 
review operational results, allow stakeholders to ask 
questions and meet with DICO’s board and staff. 
The excellent attendance by industry representatives, 
boards and management of member institutions 
demonstrated the continued need for DICO to be 
publicly accountable to its stakeholders. This tradi- 
tion will continue with DICO’s second annual infor- 
mation meeting which is scheduled to be held on 


March 26, 1998 in Toronto. 


In early 1997, DICO published its five year opera- 
tional and financial plan to highlight its key strategic 
initiatives and to keep members informed of its 
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progress in achieving those objectives. This plan will 
be updated as necessary to keep it current and rel- 


evant. 


During 1997, there were significant changes in 
DICO’s board. The Corporation would like to thank 
the members who retired this year, for their commit- 
ment, insights and leadership over the last few years 
as DICO refocused its direction under the new Act. 
Leaving the board were: Lili-Ann (Renaud) Foster 
(former Chair), Gilles Bisson, Terry Campbell, 
André Claude, and Rosemary O’Connor. These 
board members left a legacy of clear direction, 
strong corporate governance, and constructive rela- 


tionships with the Corporation's stakeholders. 


DICO is also pleased to welcome six new members 
to the board; Gaétan Allaire, Margaret McNee, 

J. Bernard Marcil, Bruce Neville, Heather Nicol and 
Jim Poirier. Their knowledge of the Ontario system 
and variety of expertise ensures that DICO will con- 


tinue to have strong strategic direction. 


The board expresses its appreciation to the manage- 
ment and staff of DICO for their continuing sup- 
port. All are to be commended for their high 
standards of professionalism and their dedication to 
the financial soundness of Ontario's credit unions 


and caisses populaires. 


DICO looks forward to 1998 with optimism. The 
Corporation believes that the risk identification and 
management programs, which are now substantially 


in place, will help reduce system losses in the long 


term. Improved system capital levels and the adop- 
tion of the standards of Sound Business and Fi- 
nancial Practices by member institutions provide a 
strong first line of protection for depositors. 
DICO’s board and management remain committed 
to effectively supporting the Ontario credit union 


and caisse populaire system. 
On behalf of the Board of Directors, 


Sh. A 4g 


Shane A. Kelford 
Chair 
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Board of Directors 


Shane A. Kelford, Chair 
Mr. Kelford is a lawyer with the 
law firm of Howard, Ryan, Kelford 
& Knott in Smiths Falls. He also 
teaches corporate finance law at 
the University of Ottawa Law 
School. He served as Policy As- 


sistant to the Ontario Minister of 





Financial Institutions and Minis- 
ter of Finance and was a member of the Ontario Task Force 


on Securities Regulation. He was also a former partner with 
the law firm of Blake, Cassels & Graydon of Toronto. 


Gaé@tan Allaire 

Mr. Allaire is an appraiser and a 
real estate broker. In addition to 
his experience in the accounting 
and financial fields, he has served 
on various community and profes- 


sional organizations. He was the 





General Manager of LAlliance 
des caisses populaires de l’Ontario 
Ltée. from 1985 to 1987 and serves on the board of CUMIS, 
and Caisse Populaire North Bay Ltée. 


Beth Atcheson 

Ms. Atcheson, now a consultant, 
previously served as the Director 
of the Financial Services Policy 
Branch of the Ontario Ministry of 
Finance. Prior to joining the gov- 


ernment in 1988, she practiced 





corporate law in Toronto, special- 
izing in financial institutions. She 
has served on several boards of 
directors in the private sector and 
been active in a number of wom- 


en’s equality organizations. 


David A. Lemmon 
Mr. Lemmon is President of 
Savoyard Consultants Inc., a 











consulting firm which specializes in the development of 
strategic management plans and rationalization plans for 
asset portfolios with emphasis on distressed real estate. His 
business experience encompasses Chief Executive respon- 
sibilities in the corporate sector, coupled with strategic man- 


agement expertise. 


J. Bernard Marcil, FCA 

| Mr. Marcil retired in 1994 as the 
co-founding partner of the ac- 
/ counting firm of Marcil, Lavallée, 
| Loyer & Partners. The firm of 
Marcil, Lavallée, Loyer & Partners 


serves as auditors to a significant 





number of caisses populaires. In 
addition to being a member of 
professional and community organizations, Mr. Marcil 
serves on the board of several corporations in the field of 


insurance, investments and high tech manufacturing. 


Margaret McNee 

Ms. McNee is a partner in the To- 
ronto law firm of McMillan Binch 
where she practices securities and 
corporate law. She was seconded 
to the Ontario Securities Commis- 
sion, Corporate Finance Branch 
from April 1990 to June 1991 to 
assist in various policy initiatives. 
In 1994, she acted as a consultant to the Financial Services 


Policy Branch of the Ontario Ministry of Finance. 


Bruce Neville 


Mr. Neville’s vast experience ex- 
tends to business, government and 
the credit union system. He is 
presently a principal of Nexus Ac- 
tuarial Consultants Limited, a fed- 
erally incorporated company that 
specializes in providing consulting 
services on the financial and sys- 
tem aspects of workers’ compensation. Mr. Neville served 
on the board of Credit Union Central of Ontario from 
1988 to 1991. 
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Heather Nicol 

Ms. Nicol is currently a Vice Presi- 
dent and Director with TD Secu- 
rities Inc. in investment banking. 
She has been working in corporate 
finance for nine years in invest- 


ment banking and consulting. Her 





experience also includes systems 
technologies. She is involved in 


community activities and charitable organizations. 


Jim Poirier 

Mr. Poirier assumed the position 
of the Bishop of Canada for the 
Reorganized Church of Jesus 
Christ of Latter Day Saints in July 
1996. Prior to his affiliation with 
the Church, Jim worked in credit 


union management and was the 





Executive Vice President, Retail 
Financial Services Development at Credit Union Central 


of Canada (the national trade association for credit unions). 


Alan Ross, FCA 

Mr. Ross held senior positions in 
the Federal Public Service and re- 
tired as Senior Assistant Deputy 
Minister of the Supply and Serv- 
ices Department. He served on the 
Council of the Institute of Char- 


tered Accountants of Ontario. He 





is a Past President of the Civil 
Service Co-operative Society and a Past President of the 
Financial Management Institute. He has been actively in- 
volved in community affairs including Deputy Reeve, March 
Township and President of the Kanata Community Asso- 


clation. 


Sub-Committees of the Board 


(as of December 31, 1997) 


Audit & Finance Committee 


This committee reviews recommendations made by the exter- 
nal auditors and Ministry of Finance examiners regarding in- 
ternal controls and procedures and ensures that appropriate 
action is taken. The committee also reviews the audited finan- 
cial statements of the Corporation with a view to making re- 
quired recommendations to the board. 

¢ David A. Lemmon, Chair 

Heather Nicol 

Margaret McNee 

Shane A. Kelford, ex-officio 


Corporate Policy Committee 

This committee reviews and makes recommendations to 
the board on corporate policy issues, bylaws and policies 
impacting the corporate governance. The committee also 
acts as a co-ordinator of the board for special projects such 
as corporate strategic planning. 

Shane A. Kelford, Chair 

Beth Atcheson 

David A. Lemmon 

Alan Ross 


Human Resources Committee 

This committee assists in an advisory capacity in the imple- 
mentation of policies relating to the Corporation’s com- 
pensation, employee benefits and related matters. It also 
reviews proposed changes in these areas in order to make 
appropriate recommendations to the board. 

¢ Beth Atcheson, Chair 

* Gaétan Allaire 

¢ Jim Poirier 


e Shane A. Kelford, ex-officio 


Risk Management Committee 

This committee reviews the Corporation's deposit insur- 
ance risk exposure report and makes recommendations to 
the board regarding risk assessment and risk management 
policies, programs and guidelines. 

¢ Alan Ross, Chair 

¢ Bruce Neville 

¢ J. Bernard Marcil 

e Shane A. Kelford, ex-officio 
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Corporate Operational Review 





DICO is pleased to report that despite a number of 


challenges during 1997, the Corporation has continued 
to make progress in achieving its key strategic objec- 


tives. 


During 1997, DICO improved its risk identification 
and management capabilities by enhancing its monitor- 
ing and inspection programs, finalizing a by-law on 
Sound Business and Financial Practices and continuing 
to work closely with its stakeholders in the industry 
and government. 


The Corporation’s strategic plan, developed and re- 
fined over the last three years, is focused on the fol- 


lowing five strategic objectives: 
Eliminate the accumulated deficit by 2001 


At the end of 1997, the Corporation’s accumulated 
deficit was $50.2 million compared to its original target 
of $45.7 million. Despite the higher than expected loss 
experience in 1997 and no growth in premium income, 
DICO is still on target to eliminate the accumulated 
deficit by 2001. At that point, the Corporation's objec- 


tive will be to build an appropriate Deposit Insurance 


From left to right: 

Robert Charbonneau, Vice President, 
Insurance 

Andrew Poprawa, President & CEO 
C.William D. Foster, Vice President, Asset 
Management and Recoveries 

Yasmin Khoja, Executive Assistant 

James Maxwell, Chief Administrative and 
Financial Officer 

Barry Brydges, Vice President, Supervision 
John Burgman, Chief Information Officer 


Reserve Fund. Prior to making a final decision about 
the size of any proposed fund, DICO’s board has 
committed to consult extensively with both industry 


and government. 


1997 Loss Experience 


Early in 1997, the Deposit Insurance Reserve Fund ex- 
perienced a significant loss as a result of the failure of 
Caisse Populaire Iroquois Falls. Though this was a 
large loss, proactive efforts to reduce exposure in 
those member institutions under DICO supervision 
and administration, reduced its net insurance losses to 
$10.8 million. DICO’s loss ratio (insurance losses as a 
proportion of premium revenue) for 1997 amounted 
to 41.6 per cent compared to a forecast of 19 per cent. 


Premiums 


Premium levels for member institutions must be com- 
petitive in the financial marketplace. The current pre- 
mium level of $2.10 per $1,000 of deposits, which is 
the result of past loss experience, can only be signifi- 
cantly reduced when the accumulated deficit is elimi- 
nated. To address the industry's concerns regarding 
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various issues around insurance coverage and premi- 
ums, DICO formed a Deposit Insurance Working 
Group with the industry during 1997. In its Phase I 
Report, the working group reviewed various aspects of 
insurance coverage and premium calculations. DICO 
will be reviewing options for changes with the govern- 


ment during the first half of 1998. 


How $2.10 premium was spent in 1997 


[| Provision for loss $0.10 $0.06 





- $0.21 
ee Deficit reduction $0.88 


Fa Insurance services 
$0.23 


A Stabilization services 


ea Asset management & recoveries 


a Financing cost 


$0.62 


Financial Support 


In June of 1997, DICO’s loan guarantee provided by 
the provincial government expired. After industry con- 
sultation, the provincial government extended the loan 
guarantee for a further five year term based upon 
DICO’s cash flow and deficit reduction forecast. 


At the end of 1997, DICO had total borrowings of 
$24.4 million with Credit Union Central of Ontario 
and another financial institution. 


Proactively assess and manage insur- 
ance risk 


System Performance 


During 1997, the Ontario system continued its trend 
of consolidation through mergers, which resulted in 
fewer member institutions, possessing stronger finan- 
cial and operational capabilities. At the end of 1997, 
there were 407 credit unions and caisses populaires op- 
erating in Ontario, a decline from 455 a year earlier. 
Aggregate system on-balance sheet assets remained 
virtually the same over the year. 


In the fourth quarter of 1997, aggregate regulatory 
capital of the system reached 5.96 per cent, up from 


5.31 per cent in 1996. This increase was achieved partly 
by member institutions raising new forms of risk capi- 


tal. 


At the end of 1997, 46 member institutions were still 
making progress towards achieving full compliance 
with the minimum capital requirements. Both DICO 
and the Ministry of Finance are working closely with 
those institutions to ensure that appropriate steps are 
being taken by boards and management to meet this 
standard. 


System liquidity decreased over the past year as a result 
of increasing loan demand from members as well as 
the transfer of deposits into mutual funds. Liquidity 
levels in the system are being monitored carefully to 
ensure that any problems are identified early and re- 
solved satisfactorily. 


Overall, the system’s financial health has improved and 
this trend is expected to continue through 1998. 


Regulatory Capital in the Ontario System 
900 $ MILLIONS 
800 
700 
600 
500 
400 
300 
200 
100 





1993 


1994 1995 1996 1997 


Standards of Sound Business and Financial Practices 


One of the key elements of DICO’s mandate is to es- 
tablish and promote Sound Business and Financial 
Practices for its member institutions. During the past 
15 years, the system operated on the basis of a volun- 
tary set of guidelines. These guidelines were helpful to 
many credit unions and caisses populaires by providing 
advice on risk measurement and management issues. 
In 1997, following extensive consultation with the in- 


dustry and Ministry officials, DICO adopted By-Law 
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No. 5 establishing standards of Sound Business and 
Financial Practices for all member institutions as a 
condition of deposit insurance. 


These standards provide the boards of directors of 
member institutions with clear direction on minimum 
standards by which a credit union or caisse populaire is 
to be managed. The standards include a self assess- 


ment process (Member Institution Self Assessment 


Report or “MISAR”). 


Together with the industry, the Corporation continues 
to develop other implementation tools to assist the 
board and management of member institutions to im- 
plement the standards. Three versions of sample polli- 
cies were developed to address the different complexi- 
ties of various types of member institutions. Work 
continues on a directors’ guide and a reference manual. 


Risk Assessment 


To provide a consistent method to measure and quan- 
tify risk, DICO uses a modified version of the 
CAMEL (Capital, Asset Quality, Management, Earn- 
ings, Liquidity) risk rating approach. The CAMEL ap- 
proach is used by many other deposit insurers, stabili- 
zation funds and regulatory bodies. Risk rating helps 
DICO to identify higher risk situations and allocate 


appropriate resources to Manage risk. 





Risk Management 


The Credit Union and Caisse Populaire Act provides 
DICO with the ability to work in several ways with ex- 
ceptional risk member institutions which pose poten- 
tial risks to the insurance fund. The Corporation has 
developed the following programs: Administration, 
Early Resolution and Supervision to minimize the risk 


of deposit insurance losses. 
Administration 


In high risk situations, DICO has the authority to 
place a failed or failing member institution under ad- 
ministration of the Corporation. This allows the mem- 
ber institution to continue its operation so that the 
Corporation can develop and implement the most ap- 
propriate resolution strategy while minimizing DICO’s 
loss. At the end of 1997, the Corporation had eight 
member institutions under administration. DICO’s 
board has approved specific resolution plans to either 
recapitalize through earnings or capital issues, find ap- 
propriate merger partners or to wind up the affairs of 
the member institutions. The net equity of credit un- 
ions/caisses populaires under administration increased 
by approximately $700,000 over the year, which re- 


duced exposure to the insurance fund. 


Field Staff, from left to right: 
Michéle Ennis, Alana McLeary, Leslie Fraser, 
Tony D’Errico 

Absent: John Hutton 
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As indicated earlier in this report, DICO’s insurance 
fund experienced a large loss in 1997 due to the failure 
of Caisse Populaire Iroquois Falls. The investigation 
into this failure is continuing. All depositors were pro- 
tected and the loss to the deposit insurance reserve 
fund was minimized as a result of co-ordinated action 
taken by DICO, La Fédération des Caisses Populaires 
de l'Ontario Inc., l’Alliance des Caisses Populaires de 
Ontario Limitée, the Ministry of Finance and other 


industry leaders. 


In late 1997, DICO facilitated the sale of Simcoe Grey 
Credit Union Limited through the use of a deficiency 
loan agreement. This agreement ensures that unfor- 
seen losses on assets purchased will be shared with 
DICO to a maximum amount. Such agreements enable 
DICO to obtain a higher initial price for assets to be 
sold. Under this arrangement, the purchaser pays the 
full value of the assets being purchased without being 
exposed to unanticipated losses following the comple- 
tion of the transaction. This resolution strategy was a 
success for the acquiring credit union, DICO and the 
entire system. Similar agreements used in the past have 
proven to reduce the cost of facilitating mergers. 


Recoveries 


When the Corporation experiences a loss to the insur- 
ance fund, it has an obligation to determine whether 
recoveries are possible from other parties. In some 
cases these recoveries may involve taking legal action 
by credit unions and caisses populaires under adminis- 
tration or in liquidation against third parties. At the 
end of 1997, a number of legal actions to recover 
losses were in progress. 


Dissolutions 


In many instances where a member institution has 
ceased operations, the Corporation is appointed liqui- 
dator of the estate. The main purpose is to maximize 
the recovery of assets of institutions in liquidation. At 
the end of 1997, DICO was managing the affairs of 
68 of these institutions, paying member deposits and 
collecting on a portfolio of impaired loans. During the 
year, DICO recovered over $4.0 million in assets and 
completed the final liquidations for ten member insti- 
tutions. 


Enhance the financial soundness of the 
system through stabilization activities 


Inspections 


To be effective, a risk assessment program must in- 
clude an on-site inspection component. During 1997, 
DICO’s on-site inspection program, introduced in 
1996, was expanded to cover a larger number of mem- 
ber institutions. Findings to date indicate that a signifi- 
cant number of member institutions need to focus 
their attention on operational issues such as docu- 
mented policies and procedures, risk management, risk 
measurement and corporate governance. 


To minimize the costs of the program and to build ex- 
pertise in the system, DICO contracts out all inspec- 
tions to the leagues and other professional firms. 


Early Resolution 


Early involvement with higher risk member institutions 
minimizes the likelihood and cost of insurance losses 
in the future. The Early Resolution Program was estab- 
lished to assist member institutions in formulating ac- 
tion plans to resolve capital or operational problems. 
Throughout 1997, DICO worked with the boards of 
approximately 73 member institutions with assets of 
$1.5 billion under this program. As a result, 15 mem- 


Deposit Insurance Fund Deficiency 
and Provision for Losses 


$ MILLIONS 


1993 1994 
ed Provision for Losses 


Be Deposit Insurance 
Fund Deficiency 


1995 1996 1997 


is] Fund “C” Lawsuit 
$9.4 million 





10 


Deposit Insurance Corporation of Ontario 





ber institutions were successful in resolving their prob- 
lems and no formal intervention was required. 


Supervision 


In some cases, member institutions are unable to re- 
solve their problems without external assistance and 
support, in which case they may request to be placed 
under the supervision of DICO. Alternatively, DICO 
may make a request to the Director of Credit Unions 
to place a member institution under supervision. The 
Corporation has developed minimum capital interven- 
tion criteria for supervision for all credit unions and 
caisses populaires. In addition to capital, other inter- 
vention criteria are being developed in conjunction 
with the Stabilization Advisory Committee. 


At the end of 1997, DICO was acting as supervisor 
for nine member institutions, with assets of $334 mil- 
lion. During 1997, the supervision program was suc- 
cessful in ensuring that two member institutions were 
either fully recapitalized or that the causes which led to 
them being placed under supervision were resolved. 


Number of 
member 
institutions 


Program 


Inspections 


Early Resolution 


Supervision 


Administration 


Dissolutions 





Maintain collaborative relationships with 
our stakeholders 


Effective communication with DICO’s stakeholders 
continues to be one of the Corporation's highest pri- 
orities, both at the strategic level and in its daily opera- 


tions. 


DICO’s advisory committees play a significant role in 
helping the Corporation to develop its stabilization 
programs, standards of Sound Business and Financial 
Practices and related implementation tools. DICO is 


grateful to the members of these committees who vol- 
unteer their time and energy for the benefit of the sys- 
tem. In addition to these standing committees, shorter 
term industry committees and working groups were 
formed during the year to review issues regarding tech- 
nology, insurance coverage and premiums. 


DICO’s bilingual Internet web site continues to be en- 
hanced on a regular basis. Guidelines for Sound Busi- 

ness and Financial Practices, system releases and other 
pertinent information are available on the web for easy 
access by all member institutions and the general pub- 
lic. 


Effective and Efficient Management 


There was substantial change and reorganization at 
DICO during 1997. The Corporation is now organized 
into three primary business areas: Insurance, Stabili- 
zation Services, and Asset Management & Recover- 
ies. The realignment enables DICO to eliminate du- 
plication, clarify roles and improve overall operating 
efficiency. DICO is committed to providing value to 
its stakeholders by ensuring its programs continue to 
work effectively. 


A new technology platform has been developed and 
will provide significant improvements in DICO’s ca- 
pacity to achieve its objectives. In addition to meeting 
its own needs, DICO intends to be the central registry 
for information on member institutions for any Desig- 
nated Stabilization Authorities and for the newly cre- 
ated Financial Services Commission of Ontario (FSCO). 


DICO has a comprehensive budgeting process which 
is directly linked to its strategic and operational plans. 
In 1997, the cost of DICO’s operations was eight per 
cent below budget. Extensive internal controls, in con- 
junction with the external audit and the annual exami- 
nation by the Ministry of Finance help ensure DICO’s 


operating efficiency. 


A special independent operational review conducted in 
1997 on behalf of the Province’s Agencies, Boards and 
Commissions Task Force, concluded that DICO is 

managing effectively and should continue to operate as 


a separate agency of the government. 
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The staff of DICO achieved the successes in 1997 
with the tremendous support and dedication of the 
Corporation’s board of directors. The strategic direc- 
tion and counsel provided by members of the board 
on many difficult issues was invaluable and greatly ap- 
preciated. 


Outlook for 1998 


Risk Exposure Should Decrease 


With the Ontario economy projected to grow during 
1998 and the ongoing system consolidation through 
mergers, the environment for the Ontario system is 
positive. The completion of the first full cycle of in- 
spections and the adoption of Sound Business and Fi- 
nancial Practices will enhance the awareness of the 
need for appropriate risk management strategies at 
DICO’s member institutions. This will eventually re- 
duce the Corporation’s exposure to insurance losses. 


Staying the Fiscal Course 


In order for DICO to meet its deficit reduction targets, 
the 1998 deposit insurance premium has remained un- 
changed from previous years. However, as the Chair in- 
dicated, the board will consider a possible insurance 
premium rebate after the end of the year. The elimina- 
tion of the accumulated deficit remains DICO’s pri- 
mary goal. 


How $2.10 premium will be spent in 1998 





Deficit reduction $0.12 $0.06 


$0.29 $1.20 


Provision for loss 


Stabilization services 


$0.25 | 
Insurance services 


Asset management & recoveries 


Financing cost $0.25 


| a 


Financial Services Commission of Ontario 


DICO and its staff will be working with the FSCO in 
its role as regulator of the credit union/caisse 
populaire system. During the first half of 1998, DICO 
and FSCO will conduct a joint study which will focus 
on eliminating duplication between the organizations 
and reducing regulatory costs. 


Deposit Insurance Fund 
$ MILLIONS 





1998 
el Provision for Losses 


1999 2000 2001 


|| Deposit Insurance 
Reserve Fund 

Deposit Insurance 

Fund Deficiency 


Our Commitment 


DICO and its staff are committed to providing protec- 
tion, security and stability to the credit union and 
caisse populaire system for the benefit of all its mem- 
bers. The Corporation looks forward to 1998 as a year 
which will provide many opportunities to demonstrate 
that commitment. 


Andrew Poprawa 


President & CEO 
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Management's Responsibility 


The Deposit Insurance Corporation of Ontario's man- 
agement is responsible for the integrity and fair presen- 
tation of the financial statements included in the annual 
report. The financial statements have been prepared in 
accordance with accounting principles generally accepted 


in Canada. 


The Corporation maintains systems of internal account- 
ing controls of high quality consistent with reasonable 
cost. Such systems are designed to provide reasonable 
assurance that the financial information is accurate and 
reliable and that company assets and liabilities are ad- 


equately accounted for and assets safeguarded. 


The financial statements have been reviewed by the Cor- 
poration's Audit and Finance Committee and have been 
approved by its Board of Directors. In addition, the 
financial statements have been examined by KPMG, the 


auditors, whose report follows. 


a 


Andrew Poprawa 


President & CEO 


James Maxwell 
Chief Administrative 
and Financial Officer 


Auditors’ Report 


KPMG. 


To the Board of Directors of 


Deposit Insurance Corporation of Ontario 








We have audited the balance sheet of Deposit Insur- 
ance Corporation of Ontario as at December 31, 1997 
and the statements of operations and deficiency of the 
deposit insurance fund and changes in financial posi- 
tion for the year then ended. These financial statements 
are the responsibility of the Corporation’s management. 
Our responsibility is to express an opinion on these fi- 


nancial statements based on our audit. 


We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable as- 
surance whether the financial statements are free of 
material misstatement. An audit includes examining, on 
a test basis, evidence supporting the amounts and dis- 
closures in the financial statements. An audit also in- 
cludes assessing the accounting principles used and 
significant estimates made by management, as well as 


evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, 
in all material respects, the financial position of the Cor- 
poration as at December 31, 1997 and the results of its 
operations and the changes in its financial position for 
the year then ended in accordance with generally accepted 


accounting principles. 


KPING 


KPMG 


Chartered Accountants 


Toronto, Canada 


January 28, 1998 
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Deposit Insurance Corporation of Ontario 


Balance Sheet 


December 31, 1997, with comparative figures for 1996 (in thousands of dollars) 


























1997 1996 
ASSETS 
Cash $ - $ 4] 
Accounts and interest receivable 118 178 
Deposit insurance advances recoverable 904 26 
Loan receivable 121 ag 
Real estate held for resale 1,200 1,200 
Capital assets 
(net of accumulated amortization 
of $2,270 (1996 - $2,056)) 497 557 
$ 2,840 $ 4,509 
LIABILITIES 
Borrowings (note 3) $ 24,431 $ 9,656 
Payables and accruals 1,460 L141 
Notes payable - 22,79 
Accrual for deposit insurance losses (note 4) QT ATT. 29,231 
Total Liabilities 53,068 62,778 
Deficiency of the Deposit Insurance Fund 50,228 58,269 
$ 2,840 $ 4,509 


Contingencies (note 9) 


See accompanying notes to financial statements 


On behalf of the Board: 


eae 


Director 








Director 
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Deposit Insurance Corporation of Ontario 


Statement of Operations and Deficiency of the Deposit 


Insurance Fund 


Year ended December 31,1997, with comparative figures for 1996 (in thousands of dollars) 




















1s 1996 
INCOME 
Premium Income $ 25,933 $ 25,361 
Other Income 370 103 
26,303 25,464 
EXPENSES 
Provision for losses (note 4) 10,785 1,424 
Salaries and benefits 4,101 3,638 
Interest expense 807 1,156 
Operating expense 3,608 3,356 
Recovery of operating expense (1,039) (15127) 
18,262 8,447 
Excess of income over expenses 8,041 17,017 
Deficiency of the Deposit Insurance Fund, 
beginning of year 58,269 75,286 
Deficiency of the Deposit Insurance Fund, 
end of year $ 50,228 $ 58,269 


See accompanying notes to financial statements. 
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Deposit Insurance Corporation of Ontario 


Statement of Changes in Financial Position 


Year ended December 31,1997, with comparative figures for 1996 (in thousands of dollars) 


Cash received from (applied to): 


Operations: 

Excess of income over expenses 

Items charged to operations not affecting cash 
Provision for losses 
Loss on disposal of capital assets 


Amortization 


Changes in: 
Accounts and interest receivable 
Loan receivable 
Real estate held for resale 
Payables and accruals 


Financing and investing activities: 
Purchase of capital assets 

Proceeds on sale of capital assets 
Repayment of notes payable 


Deposit protection activities: 


Deposit insurance net advances 


(Decrease) Increase in cash position 
Cash position, beginning of year 


Cash position, end of year 


Cash position is defined as cash less borrowings. 


See accompanying notes to financial statements 
































1997 1996 
$ 8,041 $ 17,017 
10,785 1,424 
6 . 
325 236 
19,157 18,677 
60 (24) 

56 (177) 
- (1,200) 

319 85 

435 (1,316) 
19,592 17,361 
(285) (430) 

14 6 
(22,750) : 
(23,021) (424) 
(11,387) (5,040) 
(14,816) 11,897 
(9,615) (21,512) 
$ (24,431) $ (9,615) 
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Notes to Financial Statements 
Year ended December 31, 1997 


General 

Deposit Insurance Corporation of Ontario is a Corpora- 
tion without share capital established under the provisions 
of the Credit Unions and Caisses Populaires Act . 


The statutory objects of the Corporation under the Act are 

to: 

* provide deposit insurance to depositors of member in- 
stitutions 

* act as stabilization authority for the credit union and caisse 
populaire system 

* promote standards of sound business practices 

* collect and publish statistics 

* provide financial assistance to member institutions 

* act as administrator of member institutions 

* minimize deposit insurance risk and size of claims 


The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for in- 
surance funding and administrative costs. The Corpora- 
tion establishes its premium levy annually. The established 
premium levy is submitted to the government of Ontario 
for review and incorporation into the regulations through 
appropriate amendments as necessary. 


1. Going concern assumption: 

These financial statements have been prepared on the go- 
ing concern basis, which assumes that assets will be real- 
ized and liabilities and obligations will be discharged in the 
normal course of business. The application of the going 
concern concept is dependent upon the Corporation's abil- 
ity to obtain sufficient additional financial resources to meet 
its liabilities. The Corporation’s borrowings are guaranteed 
by the Minister’s guarantee on behalf of the Province of 
Ontario. The guarantee is for a maximum of $75 million 
and expires December 31, 2001. The Province of Ontario 
charges guarantee fees based on one-half of one per cent 
of the average end of day balance outstanding of any debt 
obligation subject to the Minister's guarantee. 


2. Summary Of Significant Accounting Policies: 
These financial statements have been prepared in accord- 
ance with generally accepted accounting principles. These 
financial statements do not reflect the assets, liabilities or 
operations of credit unions or caisses populaires where the 
Corporation has been appointed liquidator. 


(a) Premium income: 
Premiums are based on insured deposits held by member 
institutions. Premium income is recognized when billed. 


(6) Provision for losses: 

The provision for losses includes allowances against deposit 
insurance advances and an accrual for losses for which ad- 
vances have not been made at the balance sheet date. 


Punds advanced in respect of deposit insurance and loans 
to member institutions are initially recorded at cost. De- 
posit insurance advances recoverable are presented on the 
balance sheet net of allowances thereon. 


The accrual for deposit insurance losses includes both pro- 
visions for specific losses and a general provision for losses. 


Specific provisions for losses in respect of insured deposits 
are estimated by management and recorded at the time that 
member institutions are known to have become insolvent 
or when other conditions exist that will likely result in losses 
to the Corporation. 


The general provision for losses reflects management's best 
estimate of losses on insured deposits arising from the in- 
herent risk in the credit union/caisse populaire system. The 
provision is established by assessing the aggregate risk in 
member institutions based on current market and economic 
conditions, the likelihood of losses and the application of 
historic loss experience. Future economic conditions are 
not predictable with certainty and actual losses may vary, 
perhaps substantially, from management's estimates. 


(c) Pension costs: 

Earnings are charged with the cost of pension benefits 
earned by employees as services are rendered. Pension ex- 
pense is determined using management's best estimates of 
expected investment yields, wage and salary escalation, 
mortality rates, terminations and retirement ages. Adjust- 
ments arising from pension plan amendments, experience 
gains and losses, and assumption changes are amortized to 
earnings over the average remaining service lives of the 
members. 


Any difference between pension expense (determined on 
an accounting basis) and funding (as required by regulatory 
authorities) is reflected as either a deferred charge or an 
accrual for pension costs. 


(d) Real estate held for resale: 

The real estate was acquired in 1996 to facilitate the amal- 
gamation of two credit unions. The real estate has been 
recorded at cost which does not exceed management's best 
estimate of fair market value. 


(e) Capital assets: 

These are recorded at cost. Amortization of furniture and 
equipment is provided by the diminishing-balance method 
at the rate of 20 per cent per annum. 
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Computer and related equipment and software are amor- 
tized over three years on a straight-line basis. Leasehold 
improvements are amortized on a straight-line basis over 
the term of the lease. 


(f) Leases: 

Leases are classified as either capital or operating. A lease 
which transfers substantially all the benefits and risks inci- 
dental to ownership of property is accounted for as if it 
were an acquisition of an asset and the incurrence of an 
obligation at the inception of the lease. All other leases are 
accounted for as operating leases wherein rental payments 
are charged to earnings as incurred. 


3. Borrowings: 
The Corporation has obtained revolving credit facilities, 
approved by the Ontario Financing Authority, which ad- 


ministers the Minister’s guarantee, as follows: 








Maximum Outstanding 
Credit as at 
Available Dec 31,1997 
(thousands) 
Canadian Chartered Bank $ 25,000 $ 4,586 
(at Bankers Acceptances 
rates plus 14 basis points) 
Credit Union Central 
of Ontario $ 20,000 $19,845 
(at Bankers Acceptances 
rates plus 14 basis points) 
$ 45,000 $ 24,431 





The borrowings are guaranteed by the Minister's guarantee 
on behalf of the province of Ontario. 


4. Accrual for deposit insurance losses: 

The provision for losses includes specific provisions for 
known or likely losses from specific member institutions 
and a general provision for losses not identified with spe- 
cific institutions. That portion of the provision for losses 
recorded in the year and in previous years which has not 
yet required payment by the Corporation is shown in li- 
abilities on the balance sheet as accrual for deposit insur- 
ance losses. 








1997 1996 
(thousands) 
Accrual for deposit insurance losses 
beginning of year $29,231 $33,718 
Changes in respect of member 
institutions where a loss was 
identified in the current year : 
- Increase in deposit insurance 
advance recoverable 3D 15 
- Provision for losses 13,555 2D 
Changes in respect of member 
institutions where a loss was 
identified in prior years: 
- Decrease in deposit insurance 
advance recoverable (1,487) (886) 
- Provision for losses (2,770) (831) 
38,564 34,271 
Net deposit insurance claims 11,387 5,040 





Accrual for deposit insurance losses 

end of year $27177 & 29;208 
The general provision for losses included in the accrual for 
deposit insurance losses amounted to $4,000,000 (1996 - 
$4,000,000). 


The corporation has provided deficiency coverage agree- 
ments to two credit unions to facilitate the merger of one 
credit union and the sale of assets of another. These agree- 
ments provide protection to the acquiring credit unions in 
the event that a portion of the principal and income on 
certain commercial and retail loans is at risk. The agree- 
ments provide for a total of $3.3 million of coverage. These 
amounts are fully provided in the accrual for deposit insur- 
ance losses. The coverage is in force on a diminishing basis 
for four years from the date of the agreement. A fee of 
one per cent per annum on the diminishing balance is pay- 
able by these credit unions to cover the cost of administer- 
ing the agreements. 


5. Lease Commitments: 

During the year, the Corporation renegotiated a lease on its 
current premises. The new lease replaced the former ten- 
year lease which would have ended August 1, 1998. The 
new lease is for the term commencing January 1, 1998 and 
ending August 5, 2007. The future minimum rent is 
$123,000 for years one to five and $140,000 for years six to 
ten. In addition, the Corporation is required to pay prop- 
erty taxes and common area maintenance costs. 
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6. Income Taxes: 
The Corporation is subject to income taxes under the 
Income Tax Act. It has accumulated losses for income tax 


purposes of $53,960,000. They expire as follows: 





Originating Expiring Amount 
Taxation Year Taxation Year (thousands) 
1991 1998 pr 9919 
1992 1999 8,242 
195 2000 7,178 
1994 2001 6,619 
1995 2002 6,987 
1996 2003 7,566 
1997 2004 7,449 
$ 53,960 


Potential tax benefits resulting from these business losses 
have not been recognized in the financial statements. 


7. Pension Plan: 

The Corporation has a defined benefit pension plan. The 
estimated value of the pension fund assets at December 
31, 1997 is $2,385,000 (1996 - $2,343,000) and the estimated 
actuarial present value of accrued pension benefits is 
$1,854,000 (1996 - $1,666,000). Defined benefit pension 
plan expense included in the statement of operations was 
$165,000 (1996 - $244,000). The difference in the amount 
expensed and the funding contributions has been reflected 
in the balance sheet as an accrual for pension costs $78,000 


(1996 - Nil). The plan is fully funded on an actuarial basis. 


8. Directors’ Expense: 

During the year the directors received an aggregate remu- 
neration of $110,000 (1996 - $120,000). Total directors’ 
expense including the remuneration was $165,000 (1996 - 
$180,000). 


9. Contingencies: 

The Corporation is subject to various legal actions brought 
against it in the normal course of business, when acting in 
the capacity of administrator or liquidator. It is the view 
of the Corporation’s management that these actions will be 
successfully defended. Accordingly, no provisions have been 
made in these financial statements. 


10. Fair Value Disclosure: 

The fair value of financial assets and liabilities which in- 
clude cash, accounts and interest receivable, loan receiv- 
able, borrowings, payables and accruals, and notes payable 
approximate their carrying amounts. 


The fair value of deposit insurance advances recoverable 
and accrual for deposit insurance losses have been omitted 
because it is not practicable to determine fair value with 
sufficient reliability. 


11. Compensation: 
The following information was furnished in compliance with 


the Public Sector Salary Disclosure Act, 1996. 


Employee Position held Compensation ‘Taxable 
Benefits 

Baksh, Badrudeen Vice President 

(Retired) $130,949* $2,946 
Brydges, Barry Vice President 

Stab. Services $107,567 $6,804 
Foster, C. William D. Vice President 

Asset Management 

& Recoveries $119,935 $9,799 
Poprawa, Andrew President 

and CEO $154,681 $8,599 


* Includes payments on retirement. 


Corporation’s Report on 
Liquidations 

It is the responsibility of the liquidator of a member insti- 
tution to maximize the recovery of the assets of the mem- 
ber institution in dissolution for the benefit of all creditors. 
The Deposit Insurance Corporation of Ontario (DICO) is 
usually the largest unsecured creditor of a dissolved mem- 
ber institution. In this regard, DICO has a direct interest in 
ensuring that the liquidator’s duties and responsibilities are 
managed in an efficient, cost effective manner. DICO, in 
its capacity as liquidator, employs internal resources for the 
purpose of collecting, monitoring and realizing on the as- 
sets of member institutions in liquidation. 


As the largest unsecured creditor in most instances, DICO 
can best manage its losses by directly controlling the liqui- 
dation process. Through direct control and management, 
DICO can also protect neighbouring member institutions 
from any potential loss of confidence. 


Under the Credit Unions and Caisses Populaires Act, 1994, 
the liquidator is required to prepare a statement of affairs 
at the date of liquidation. It is DICO’s practice as liquida- 
tor to commission independent accountants to prepare such 
statements of affairs. To minimize liquidation costs and 


avoid any potential delay in conducting the liquidation, 
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DICO does not require that these statements of affairs be 
audited. Consequently, in the absence of opening audited 
financial information, the liquidator’s auditors, KPMG, 
qualify their report on the results of DICO’s activities as 


liquidator. 


During the year, DICO as liquidator took possession and 
control of five member institutions with reported combined 
assets with a book value of $2.9 million before provisions. 
The unaudited financial statements received from the inde- 
pendent accountants indicated that the net book value of 
the assets, after provisions for loan losses, of the five mem- 
ber institutions was $1.9 million. Total claims against these 


assets as at dissolution date were $3.0 million. 


In 1997, DICO recovered $4.0 million from the liquidation 
of assets and paid liquidation costs and creditors’ claims 
totalling $4.3 million. In certain cases, assets are sold on a 
going concern basis to another member institution for which 
payment is made by the assumption of an equal value of 


depositor claims. 


As at December 31, 1997, the book value of the combined 
assets remaining to be liquidated totalled $15.6 million. The 
vast majority of these assets represent impaired loans. Ac- 
cordingly, the estimated recoveries on these assets will be 
significantly below the amounts recorded. Management's 


best estimate of these future recoveries is $2.4 million. 


fret", 


Auditor’s Report 
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To the Board of Directors of Deposit Insurance 
Corporation of Ontario 


We have audited the statement of combined assets and credi- 
tors’ claims as at December 31, 1997 under the control of 
Deposit Insurance Corporation of Ontario as liquidator and 
the statement of changes in combined assets and creditors 
claims for the year then ended. These financial statements 
are the responsibility of the Corporation’s management. 
Our responsibility is to express an opinion on these finan- 
cial statements based on our audit. 


Except as explained in the following paragraph, we con- 
ducted our audit in accordance with generally accepted au- 
diting standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence sup- 
porting the amounts and disclosures in the financial state- 
ments. An audit also includes assessing the accounting 
principles used and significant estimates made by manage- 
ment, as well as evaluating the overall financial statement 
presentation. 


Upon appointment as liquidator of a credit union or caisse 
populaire, the Corporation engages independent account- 
ants to prepare an unaudited statement of affairs which 
sets out the assets and creditors’ claims as at the date of 
commencement of the liquidation. As the statements of 
affairs are unaudited, we are unable to verify whether the 
books and records of the credit unions/caisses populaires 
are complete and accurate at the commencement of liqui- 
dation. 


In our opinion, except for the effect of adjustments, if any, 
which we might have determined to be necessary had we 
been able to verify the assets and creditors’ claims taken 
under the control of the Corporation at the commence- 
ment of liquidation, these financial statements present fairly, 
in all material respects, the combined assets and creditors’ 
claims under the control of the Corporation as liquidator 
as at December 31, 1997 and the changes in the combined 
assets and creditors’ claims for the year then ended in ac- 
cordance with the basis of accounting disclosed in note 1. 


KPING 


Chartered Accountants 
Toronto, Canada 


January 28, 1998 





Andrew Poprawa C.W.D. Foster 
President @& CEO Vice President, 
Asset Management 
e Recoveries 
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Deposit Insurance Corporation of Ontario as Liquidator 


Statement of Combined Assets and Creditors’ Claims under 
the Control of the Corporation as Liquidator 


December 31, 1997, with comparative figures for 1996 (in thousands of dollars) 








1997 1996 
ASSETS 
Cash $ 3 $ 84 
Loans, at gross book value 14,633 15,821 
Investments and other assets 103 485 
Real estate held for sale 846 955 
$ 15,585 $ 17,345 
CREDITORS’ CLAIMS 
Deposit Insurance 
Corporation of Ontario (Note 2) $ 49,358 $51,100 
Deposits 804 899 
Other claims 190 698 


Total creditors’ claims $ 50,352 $ 52,697 


See accompanying notes to the Statement of combined assets and creditors’ claims under the control of the Cor- 


poration as liquidator. 


On behalf of the Board: 


Director 


oo. Director 
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Deposit Insurance Corporation of Ontario as Liquidator 


Statement of Changes in Combined Assets and Creditors’ 
Claims 


Year ended December 31, 1997 (in thousands of dollars) 


1997 1996 
Cash received from (applied to): 
Operations: 
Recovery of assets from liquidation activities $ 3,987 oot is ¥ 
Payment of creditors’ claims and liquidation expenses (4,340) (573) 
(353) 2,584 
Financing Activities: 
Liquidations Assumed: 
Assets as a result of new liquidations (2,888) (2,870) 
Liabilities as a result of new liquidations 3,026 5037 
Adjustment for uncollectable loans 
removed during the year 289 - 
Net recoveries to the deposit insurer (430) (3,388) 
(3) (3,221) 
Cash received as a result of new liquidations 275 262 
272 (2,959) 
Decrease in cash position (81) (375) 
Cash position, beginning of year 84 459 
Cash position, end of year $ 3 $ 84 


See accompanying notes to the statement of combined assets and creditors’ claims under the control of the Cor- 
poration as liquidator. 
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Notes to Statement of Com: 
bined Assets and Creditors’ 
Claims under the Control of 
the Corporation as Liquidator 


year Ended December 31, 1997 


Deposit Insurance Corporation of Ontario (the “Cor- 
poration”) has been appointed liquidator of credit un- 
ions and caisses populaires. In this capacity, the 
Corporation is responsible for the individual liquidation 
of a member institution’s assets in an orderly manner 
and applying the proceeds towards the claims of its credi- 
tors. These financial statements are a combination of 
the financial statements of 68 (1996-75) credit unions 
and caisses populaires currently in liquidation, each liq- 
uidation being carried out as a separate legal proceeding. 


1. Significant accounting policies: 


(a) Basis of presentation: 

These statements of combined assets and creditors’ 
claims and changes in combined assets and creditors’ 
claims under the control of the Corporation are pre- 
pared on the basis of accounting disclosed in these notes. 
Upon commencement of liquidation of a credit union/ 
caisse populaire, its financial statements cease to be pre- 
pared on a going concern basis and all transactions are 
recorded on a cash basis. 


These financial statements present the combined assets 
and creditors’ claims of all the credit unions and caisses 
populaires currently being liquidated by the Corporation. 
The reader of this statement is cautioned that this 
statement is not prepared in accordance with gen- 
erally accepted accounting principles and the 
amount of assets under the control of the Corpora- 
tion does not purport to be the expected recover- 


able amount or their fair value. 


(b) Loans: 

Loans are recorded at the book value of the outstanding 
amount at the date of liquidation less cash received for 
the principal payments in the liquidation period. No 
allowance for loan losses has been recorded and no at- 
tempt has been made to estimate the net recoverable 
amount from loans. 


Due to their nature, a substantial portion of the loans 
are considered impaired, as there is doubt about the timely 
collection of principal and interest in full. 


(c) Investments and other assets: 
Investments and other assets are stated at their book 
values as at the date of liquidation. 


(d) Real estate held for sale: 
Real estate is stated at the net book value as recorded at 
the date of liquidation. Depreciation is not recorded. 


(e) Creditors’ Claims: 

The Deposit Insurance Corporation of Ontario (DICO) 
insures deposits of members of credit unions and caisses 
populaires to the statutory limit. In the event of the 
liquidation of a member institution, the Corporation pays 
insured depositors and thus assumes the depositors’ 
claims against the assets of the credit unions and caisses 
populaires in liquidation. The amounts owing to DICO 
represent the Corporation’s claims against the assets of 
68 (1996-75) credit unions and caisses populaires cur- 
rently in liquidation. 


(f) Contingencies: 

Certain credit unions/caisses populaires in liquidation 
are plaintiffs or defendants in lawsuits. No accruals have 
been made for any costs or losses which may occur as a 
result of these actions. 


2. Creditors’ Claims: 
The Corporation’s claims changed from the prior year 








as follows: 
1997 1996 

(in thousands of dollars) 
Corporation's claims, 
beginning of year $51,100 $79,290 
Unsatisfied claims of DICO 
upon completion 
of liquidation* (1,739) (24,969) 
Financing activities (3) 6,221) 
Corporation's claims, 
end of year $49,358 $51,100 


*During the year 1997, DICO’s unsatisfied claims against 12 credit 
unions were removed from the financial statements upon the com- 
pletion of the liquidation as it was determined that there would 


be no further realization on these credit unions’ assets. 
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Advisory Committees 


Performance Analysis Advisory Committee 

Function and Responsibilities: 

¢ Advice on matters related to the gathering and dissemina- 
tion of member institution financial condition and per- 
formance information, and the use of DICO’s member 
institution data base; 

¢ Ways and means of optimizing the use of system reports; 

* Information required by users, including its frequency; 

¢ Ways and means of capturing data and distributing out- 
put; 

¢ Allocation to users of the costs of analysis and reporting; 

¢ Medium and long range endorsement of developments in 
the use of information technology. 

Members: 

Stephen Bell, HEPCOE Credit Union Limited 

Normand Demers, Caisse populaire d'Earlton Limitée 

John Ebsary, Ottawa Carleton Education Credit Union 

Limited 

Josée Gallant, Civil Service Co-operative Credit Society 

Limited 

Michel Gingras, Caisse populaire d’Alfred Limitée 

Don Maisonville, Credit Union Central of Ontario 

Barry Scoulding, Niagara Credit Union Limited 

Nardeo Sham, Ministry of Finance 

Dale Steeves, Southwest Region Credit Union Limited 

Dorothy Watson, Credit Union Central of Ontario 


Sound Business and Financial Practices 
Advisory Committee 

Function and Responsibilities: 

Review and provide comments and input on: 

¢ Draft standards and guidelines on sound business and fi- 


nancial practices; 


DICO Advisory Committees Membership 


4% 4% 
Ry Representatives from individual TED 
credit unions and caisses populaires 


Sy Ministry of Finance staff 





| Credit Union Central of Ontario staff 11% 


a La Fédération des caisses populaires _ 
de |’Ontario staff 


L'Alliance des caisses populaires de 
Ontario staff 14% 


The Association of Credit Unions of 
Ontario staff 


*Methods for the effective delivery, implementation and 
enforcement of standards and the Handbook; 

*Methods by which users can be trained to optimize the 
use of standards and the Handbook. 

Members: 

Pierre Chartier, La Fédération des caisses populaires de 

P Ontario Inc. 

Ron Dias, Ministry of Finance 

Janis Evans, Rideau/St. Lawrence Savings & Credit 

Union Limited 

Owen Jackson, Hamilton Teachers’ Credit Union 

Limited 

Denis Laframboise, Caisse populaire Trillium Inc. 

Don Maisonville, Credit Union Central of Ontario 

Douglas McKee, Peel Sheridan Dufferin Educational 

Credit Union Limited 

Jim Mitchell, HEPCOE Credit Union Limited 

Ilka Ovaska, Bay Credit Union Limited 

Paul Tremblay, Caisse populaire de Pointe-aux-Roches 

Limitée " 

Bert Whitmell, Arnstein Community Credit Union 

Limited 


Stabilization Advisory Committee 

Function and Responsibilities: 

*Review standards and guidelines with respect to 
stabilization activities; 

*Review and provide input on methods for the effective 
delivery, implementation and enforcement of stabilization 
programs. 

Members: 

Fernand Bidal,La Fédération des caisses populaires de 

l'Ontario Inc. 

Emile Filion, L'Alliance des caisses populaires de 

l'Ontario 

Jonathan Guss, Credit Union Central of Ontario 

John Harper, Ministry of Finance 

Sean G. Jackson, Niagara Credit Union 

Limited 

Don Maisonville, Credit Union Central of 

Ontario 

Luba Mycak, Ministry of Finance 

Michel Paulin, La Fédération des caisses 

populaires de l'Ontario Inc. 

Tom Robins, Association of Credit Unions of 

Ontario 

Gary Seveny, Civil Service Co-operative Credit 

Society Limited 
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MISSION 
TO PROTECT DEPOSITORS 


VISION 
We will support the Ontario credit union and caisse populaire system by 
providing depositor protection, building financial soundness and working in 
collaboration with stakeholders 


VALUES 

In all our activities we will strive to: 

° Act with professionalism and integrity 

° Provide value 

© Be proactive and innovative 

© Recognize and respect the principles, values and diversity of the 
credit union/caisse populaire system 

° Collaborate with stakeholders 

© Recognize the diversity and acknowledge the importance of our staff 

© Provide an environment where employees are treated fairly, and given 
opportunity and encouragement to develop their potential 





DICO STAFF 
Ahing, Gary Dale, Richard Kingston, Tom Piric, Bob 
Amoah, Kwabena Daoust, Gerry Kokaliaris, Steve Poirier, Dominique 
Atanassova, Liliana Dejean, Jeff Lalonde, Joel Poprawa, Andy 
Barber, Adrienne Denison, Judi Long, Michael Poter, Helen 
Barr, Vera D’Errico, Tony Luk, Peter Ruano, Mercedes 
Berzins, Elmer Edmison, Bob Luskin, Peter Schrattner, Carole 
Blair, Robert Foster, Bil Maxwell, Jim Shepherd, John 


Brachman, Alla 
Brandt, Peter 
Brydges, Barry 


Fraser, Leslie 
Gheorghe, Carmen 
Haslett, Sharon 


McLeary, Alana 
McQuade, Bryan 
Merrifield, David 


Stodler, Debbie 
St-Germain, Marie 
Tambosso, Donna 
Turingan, Rannie 


Burgman, John Hutton, John Myles, Joyce Whi 
Charbonneau, Robert Ingram, Lori Nadon, Lori ae ees 
Chinoy, Aamir Khoja, Yasmin Pianezza, Danny Yu, Winnie 
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Chair’s Remarks ance losses to $600,000 or $2.4 million 
less than forecast. After recoveries, the 
net insurance losses amounted to a re- 
covety of $1.3 million. The results of 
our inspection program have been par- 
ticularly encouraging. They show that a 
significant number of member institu- 
tions already meet the standards of 
sound business and financial practices 
(as required in Bylaw #5) and that ap- 
propriate policies and procedures to 


manage risk are being implemented. 


In response to representations made by 
the industry for a decrease in insurance 
premium levels, and in accordance with 
our commitment in last year’s report, the 
Board approved a 5% premium rebate 


based on our 1998 loss experience. This 





rebate is equivalent to 10 cents per thou- 


Shane Kelford I am pleased to report that the Deposit In- sand of deposits - the first decrease in 
Chair of the Board of Directors nance Corporation of Ontario (DICO) premiums in nine years. While we recog- 
has concluded another successful year of nize that the industry wishes to see sig- 
operation by continuing to fulfil its mission —_ nificantly lower premium levels on a 
- to protect depositors of credit unions and permanent basis, we believe that the re- 
caisses populaires in Ontario. DICO has bate is a good first step in that direction 


maintained its unblemished record by ensur- _ while ensuring that our deficit reduction 
ing that no depositor has ever experienced a _ tatgets are still met. 


loss of deposits placed with a member insti- 

wae ; Throughout the year, DICO continued 
tution in the province. ; 
to foster strong working relationships 


1998 in Review with both the industry and government. 
This helped DICO understand issues of 


During 1998 DICO made considerable ; 
progress in achieving its key strategic goals Ce - oe ee 
as laid out in our Corporate Plan published Up aes a sie ees 
...we are ahead of our target in 1997. The accumulated deficit in our de- ai ae ae pe Us, pit? 
posit insurance reserve fund was reduced by eee chee india ores 


$19 million to $31.2 million. As a result, we 


to eliminate the deficit by Commission of Ontario (FSCO) and 


Ae system representatives in a project de- 
the end of 2001... are ahead of our target to eliminate the defi- F F P hie ie 
signed to streamline the regulatory proc- 
cit by the end of 2001. We are currently S te . P 
oe: =» ies - ess and reduce the cost of regulation and 
projecting that the deficit will be eliminated ; . 
; depositor protection to the system. The 
by the spring of 2001 assuming that insur- ; - 
‘ recommendations contained in the 
ance losses do not exceed budgeted levels. aa 
project report are currently being imple- 
0 
...the Board approved a o% DICO’s proactive approach to risk assess- mented and Once complete, will see the 


premium rebate... ment and management limited gross insut- integration of many supervisory proc- 
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Bruce Neville 
Mr. Neville is a principal of Nexus Actu- 


atrial Consultants where he specializes in 
consulting to governments, their agencies 
and associations on the financing of work- 
ers’ compensation. Mr. Neville served on 
the board of Credit Union Central of 
Ontario from 1988 to 1991. He also has 
served on the board of WCB Credit Un- 


ion since 1982. 





Jim Poirier 


Mr. Poirier assumed the position of 


Bishop of Canada for the Reorganized 
Church of Jesus Christ of Latter Day 
Saints in July 1996. Prior to his affiliation 
with the Church, Jim worked in credit un- 
ion management and was the Executive 
Vice President, Retail Financial Services 
Development at Credit Union Central of 
Canada (the national trade association for 


credit unions). 





Heather Nicol 


Ms. Nicol has been working in corporate 


finance for over ten years. She has been 
an investment banker as well as a special 
advisor to a major Canadian corporation. 
Her experience also includes systems tech- 
nologies. She is involved in community ac- 


tivities and charitable organizations. 





Alan Ross, FCA 


Mr. Ross held senior positions in the Fed- 


eral Public Service and retired as Senior 
Assistant Deputy Minister of the Supply 
and Services Department. He served on 
the Council of the Institute of Chartered 
Accountants of Ontario. He is a Past Presi- 
dent of the Civil Service Co-operative So- 
ciety and a Past President of the Financial 
Management Institute. He has been ac- 
tively involved in community affairs in- 
cluding Deputy Reeve, March Township 
and President of the Kanata Community 


Association. 


Sub-Committees of the Board 
(as of December 31, 1998) 


Audit & Finance Committee 


The committee reviews recommendations 
made by the external auditors and Minis- 
try of Finance examiners regarding inter- 
nal controls and procedures and ensures 
that appropriate action is taken. The com- 
mittee also reviews the audited financial 
statements of the Corporation with a view 
to making required recommendations to 
the board. 

* David A. Lemmon, Chair 

¢ Heather Nicol 

¢ Margaret McNee 

¢ J. Bernard Marcil 

¢ Shane A. Kelford, ex-officio 


Corporate Policy Committee 


This committee reviews and makes rec- 
ommendations to the board on corporate 
policy issues, bylaws and policies impact- 
ing the corporate governance. The com- 
mittee also acts as a co-ordinator of the 
board for special projects such as corpo- 
rate strategic planning. 

¢ Shane A. Kelford, Char 

¢ Beth Atcheson 

¢ David A. Lemmon 

¢ Alan Ross 


Human Resources Committee 


This committee assists in an advisory ca- 
pacity in the implementation of policies 
relating to the Corporation’s compensa- 
tion, employee benefits and related mat- 
ters. It also reviews proposed changes in 
these areas in order to make appropriate 
recommendations to the board. 

Beth Atcheson, Char 

Réal Bérubé 

Jim Poirier 

Shane A. Kelford, ex-officio 


Risk Management Committee 


This committee reviews the Corporation's 
deposit insurance risk exposure report and 
makes recommendations to the board re- 
garding risk assessment and risk manage- 
ment policies, programs and guidelines. 
Alan Ross, Chair 

Bruce Neville 

J. Bernard Marcil 

Shane A. Kelford, ex-officio 
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Focus on 1998 - Highlights of our work 





EXECUTIVE TEAM 


From left to right - Front row: 


Robert Charbonneau, Vice 
President, Insurance, Andrew 
Poprawa, President & CEO, 
Yasmin Khoja, Executive 
Assistant 

Back row: James Maxwell, 
Chief Administrative and 


Financial Officer, C.William D. 


Foster, Vice President, Asset 
Management and Recoveries, 
John Burgman, Chief 
Information Officer, Barry 
Brydges, Vice President, 
Stabilization Services 


DICO’s primary financial 
priority is to eliminate the 
deficit in our deposit 


insurance reserve fund 


During 1998 the Deposit Insurance Cor- 


poration of Ontario (DICO) made con- 
siderable progress in achieving its key 
long term strategic objectives. These tre- 
sults were achieved against a background 
of continuing rapid change and consoli- 
dation in the credit union and caisse 


populaire system in Ontario. 


Eliminating the deficit by 2001 

DICO’s primary financial priority is to 
eliminate the deficit in our deposit insur- 
ance reserve fund. At the end of 1998, 
the accumulated deficit was $31.2 million 
compared to our target of $35 million. 
This reduction of $19 million, compared 
to 1997 year end deficit, was due to lower 
than expected insurance losses and re- 
coveries on losses previously recorded, as 
well as lower operating expenses. Conse- 
quently, DICO is ahead of target to 
eliminate the deficit by the end of 2001. 


1998 Loss Experience 


Our gross insurance losses in 1998 
amounted to $600,000. These losses 
were largely related to the liquidation of 


Bread and Roses Credit Union. While the 
cost of the failure was significant in relation 
to the size of the institution, the overall cost 
to the fund was well below our 1998 budget 
for losses of $3 million. Net insurance re- 
coveries of $1.3 million reflected recoveries 
of $1.9 million on losses previously in- 
curred. The Corporation realized recoveries 
on loan deficiency agreements with respect 
to previous sales of loan portfolios. In addi- 
tion, significant improvements in the finan- 
cial position of three credit unions under 
DICO’s supervision and administration al- 
lowed DICO to reduce or eliminate its al- 


lowance for insurance losses. 


Premiums 

As indicated in the Chair’s remarks, in 1998 
the Board of Directors of DICO approved 
a 5% premium rebate reducing the effective 
premium rate from $2.10 per thousand of 
deposits to $2.00 per thousand. With the 
premium rebate, the total premiums paid by 
member institutions decreased from $25.9 
million in 1997 to $24.4 million in 1998. 


In consultation with the industry, work on 
issues regarding deposit insurance premi- 
ums and insurance coverage continued 
throughout 1998. The Deposit Insurance 
Working Group is continuing to research 
and evaluate a number of options with re- 
spect to differential premium schemes, lev- 
els of deposit insurance coverage and differ- 


ent bases for calculating premiums. 


Financial Support 

Based upon DICO’s long term deficit re- 
duction forecast, the provincial government 
has continued its support of DICO through 
a loan guarantee. DICO pays a guarantee fee 
of one half of one per cent of the out- 
standing balance of any borrowings to the 
government. During 1998, DICO paid 


$50,500 to the government as a guarantee fee. 
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Overall, the system’s 
financial health continued to 


improve throughout 1998 


MANNING THE HELP LINE: 
Insurance Operations Dept. 
Staff 

From left to right - Front 
row: Judi Denison, 
Dominique Poirier 

Back row: Elmer Berzins, 
Joel Lalonde, Steve 
Kokaliaris 





At the end of the year, DICO had total 
borrowings of $16.7 million with Credit 
Union Central of Ontario and another fi- 


nancial institution. 


Proactively assess and manage insurance 
risk 

System Performance 

During 1998, the number of member in- 
stitutions continued to decline as the trend 
of consolidation through merger and ac- 
quisition within the system was sustained. 
By the end of the year, there were 378 
credit unions and caisses populaires oper- 
ating in Ontario, a decline from 407 a year 
earlier. Aggregate system on-balance sheet 
assets increased slightly to $13.7 billion 


from the previous year of $13.4 billion. 


By the fourth quarter of 1998, aggregate 
regulatory capital of the system reached 
6.55 per cent, up from 5.96 per cent at the 
end of 1997. This increase was achieved in 
large part by strong earnings during 1998 
with the system generating a net return on 


assets of 55 basis points. 


At the end of 1998, 14 member institu- 
tions were still making progress towards 
achieving full compliance with the mini- 


mum capital requirements compared to 46 
the year before. Both DICO and the Fi- 


BICO/ SOAD 


co 
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nancial Services Commission of Ontario 
(FSCO) are working closely with those in- 
stitutions to ensure that appropriate steps 
ate being taken by boards and management 


to meet this standard. 


System liquidity has stabilized over the past 
year as a result of fewer deposits leaving 
member institutions. Liquidity levels in the 
system are being monitored carefully to en- 
sure that any problems are identified early 


and resolved satisfactorily. 


Overall, the system’s financial health con- 
tinued to improve throughout 1998. The 
system’s prospects for 1999 are positive, 
however any weakening in Ontario’s 
economy could dampen future earnings 


and performance. 


Standards of Sound Business and Financial 
Practices 

Building on the proclamation of the 
Standards of Sound Business and Finan- 
cial Practices (DICO Bylaw #5) in 1997, 
eatly in 1998 DICO conducted an exten- 
sive series of 25 presentations throughout 
Ontario which were aimed at providing 
member institution’s board members and 
staff with an overview of the new stand- 
ards. The response to these sessions was 
overwhelming and over 1,500 individuals, 
representing over 250 member institutions 


attended. 
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DEVELOPING THE DIREC- 
TOR’S HANDBOOK AND 
REFERENCE MANUAL: 
Policy & Research Dept. Staff 
From left to right - Front row: 
Richard Dale, Joyce Myles 
Back row: Kwabena Amoah, 
Jeff Dejean, Michael Long 


Completion of the MISAR has 
contributed to a better 
understanding by boards and 
Staff of the risk management 
framework available to 


manage risk 


During 1998 a number of institutions 
began filing the Member Institution Self 
Assessment Report (MISAR). This self- 
assessment process has been well re- 
ceived by credit unions and caisses 
populaires throughout the system. Com- 
pletion of the MISAR has contributed 
to a better understanding by boards and 
staff of the risk management framework 


available to manage risk. 


In September of 1998 DICO published 
a “Director’s Handbook’, to further en- 
hance directors’ understanding of their 
important roles within the system. The 
Handbook assists directors by providing 
practical and useful information on their 
duties and responsibilities, the legal 
framework of the system as well as the 
requirements of the standards as they 
apply to managing risk. DICO is cur- 
rently working to complete the redraft- 
ing of its reference manual. The manual 


will be published in early 1999. 


Risk Assessment 

Throughout 1998 DICO continued to 
refine and test its risk rating methodol- 
ogy. This methodology based on a 
modified version of the CAMEL (Capi- 
tal, Asset Quality, Management, Earn- 


ings, Asset/Liability) system, is being used 
to provide a consistent method to measure 
and quantify risk. Risk rating helps DICO to 
identify higher risk situations and allocate 
appropriate resources to manage risk. It may 
also be used in the future to determine classes 


of risk for differential premium purposes. 


Risk Management 

To effectively manage the potential risk of 
losses to the deposit insurance reserve fund 
the Corporation has developed the follow- 
ing programs: Administration, Recoveries 


and Dissolutions. 


Administration 

In high risk situations, DICO has the au- 
thority to place a failed or failing member 
institution under the administration of the 
Corporation. This allows the member insti- 
tution to continue its operations so that the 
Corporation can develop and implement the 
most appropriate resolution strategy while 
minimizing DICO’s loss. At the end of 
1998, the Corporation had five member in- 
stitutions under administration - down from 
eight in the prior year. DICO’s board has 
approved specific resolution plans to either 
recapitalize through earnings or capital is- 
sues, find appropriate merger partners or to 
wind up the affairs of the member institu- 
tions. The net equity of credit unions/ 
caisses populaires under administration in- 
creased by approximately $1.5 million over 
the year, which reduced exposure to the in- 
surance fund. By the end of 1998, all mem- 
ber institutions under administration were 
recording operating profits with an agegre- 


gate return on assets of 0.82%. 


During 1998, Rochdale Credit Union, as a 
result of a successful capital issue, came into 
compliance with the minimum capital stand- 
ard and was returned to the control of its 
membership. DICO would like to acknowl- 


edge the combined efforts of the member- 
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Overall, the system’s 
financial health continued to 


improve throughout 1998 


MANNING THE HELP LINE: 
insurance Operations Dept. 
Staff 

From left to right - Front 
row: Judi Denison, 
Dominique Poirier 

Back row: Elmer Berzins, 
Joel Lalonde, Steve 
Kokaliaris 


At the end of the year, DICO had total 
borrowings of $16.7 million with Credit 
Union Central of Ontario and another fi- 


nancial institution. 


Proactively assess and manage insurance 
risk 

System Performance 

During 1998, the number of member in- 
stitutions continued to decline as the trend 
of consolidation through merger and ac- 
quisition within the system was sustained. 
By the end of the year, there were 378 
credit unions and caisses populaires oper- 
ating in Ontario, a decline from 407 a year 
earlier. Aggregate system on-balance sheet 
assets increased slightly to $13.7 billion 
from the previous year of $13.4 billion. 


By the fourth quarter of 1998, aggregate 
regulatory capital of the system reached 
6.55 per cent, up from 5.96 per cent at the 
end of 1997. This increase was achieved in 
large part by strong earnings during 1998 
with the system generating a net return on 


assets of 55 basis points. 


At the end of 1998, 14 member institu- 
tions were still making progress towards 


achieving full compliance with the mini- 


mum capital requirements compared to 46 
the year before. Both DICO and the Fi- 
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nancial Services Commission of Ontario 
(FSCO) are working closely with those in- 
stitutions to ensure that appropriate steps 
ate being taken by boards and management 


to meet this standard. 


System liquidity has stabilized over the past 
year as a result of fewer deposits leaving 
member institutions. Liquidity levels in the 
system ate being monitored carefully to en- 
sure that any problems are identified early 


and resolved satisfactorily. 


Overall, the system’s financial health con- 
tinued to improve throughout 1998. The 
system’s prospects for 1999 are positive, 
however any weakening in Ontario’s 
economy could dampen future earnings 


and performance. 


Standards of Sound Business and Financial 
Practices 

Building on the proclamation of the 
Standards of Sound Business and Finan- 
cial Practices (DICO Bylaw #5) in 1997, 
early in 1998 DICO conducted an exten- 
sive series of 25 presentations throughout 
Ontario which were aimed at providing 
member institution’s board members and 
staff with an overview of the new stand- 
ards. The response to these sessions was 
overwhelming and over 1,500 individuals, 
representing over 250 member institutions 


attended. 
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DEVELOPING THE DIREC- 
TOR’S HANDBOOK AND 
REFERENCE MANUAL: 
Policy & Research Dept. Staff 
From left to right - Front row: 
Richard Dale, Joyce Myles 
Back row: Kwabena Amoah, 
Jeff Dejean, Michael Long 


Completion of the MISAR has 
contributed to a better 
understanding by boards and 
Staff of the risk management 
framework available to 


manage risk 


During 1998 a number of institutions 
began filing the Member Institution Self 
Assessment Report (MISAR). This self- 
assessment process has been well re- 
ceived by credit unions and caisses 
populaires throughout the system. Com- 
pletion of the MISAR has contributed 
to a better understanding by boards and 
staff of the risk management framework 


available to manage risk. 


In September of 1998 DICO published 
a “Director’s Handbook’, to further en- 
hance directors’ understanding of their 
important roles within the system. The 
Handbook assists directors by providing 
practical and useful information on their 
duties and responsibilities, the legal 
framework of the system as well as the 
requirements of the standards as they 
apply to managing risk. DICO is cur- 
rently working to complete the redraft- 
ing of its reference manual. The manual 


will be published in early 1999. 


Risk Assessment 

Throughout 1998 DICO continued to 
refine and test its risk rating methodol- 
ogy. This methodology based on a 
modified version of the CAMEL (Capi- 
tal, Asset Quality, Management, Earn- 


ings, Asset/Liability) system, is being used 
to provide a consistent method to measure 
and quantify risk. Risk rating helps DICO to 
identify higher risk situations and allocate 
appropriate resources to manage risk. It may 
also be used in the future to determine classes 


of risk for differential premium purposes. 


Risk Management 

To effectively manage the potential risk of 
losses to the deposit insurance reserve fund 
the Corporation has developed the follow- 
ing programs: Administration, Recoveries 


and Dissolutions. 


Administration 

In high risk situations, DICO has the au- 
thority to place a failed or failing member 
institution under the administration of the 
Corporation. This allows the member insti- 
tution to continue its operations so that the 
Corporation can develop and implement the 
most appropriate resolution strategy while 
minimizing DICO’s loss. At the end of 
1998, the Corporation had five member in- 
stitutions under administration - down from 
eight in the prior year. DICO’s board has 
approved specific resolution plans to either 
recapitalize through earnings or capital 1s- 
sues, find appropriate merger partners or to 
wind up the affairs of the member institu- 
tions. The net equity of credit unions/ 
caisses populaires under administration 1n- 
creased by approximately $1.5 million over 
the year, which reduced exposure to the in- 
surance fund. By the end of 1998, all mem- 
ber institutions under administration were 
recording operating profits with an agere- 


gate return on assets of 0.82%. 


During 1998, Rochdale Credit Union, as a 
result of a successful capital issue, came into 
compliance with the minimum capital stand- 
ard and was returned to the control of its 
membership. DICO would like to acknowl- 


edge the combined efforts of the member- 
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CONTINUING SERVICE TO 
MEMBERS: Administration 
Dept. Staff 

From left to right: 

Richard White, Tom Kingston 


Early involvement with 
higher risk member 
institutions minimizes the 
likelihood and cost of 


insurance losses ... 


Inspections....there has been 
a significant improvement in 


the ratings .... 


ship and staff of Rochdale Credit Union 


and wish them every success in the future. 


Recoveries 

When the Corporation experiences a loss 
to the insurance fund, it has an obligation 
to determine what recoveries are possible. 
In some cases these recoveries may involve 
taking legal action by credit unions and 
caisses populaires under administration or 
in liquidation against third parties. A law- 
suit involving two credit unions under ad- 
ministration and one credit union in liqui- 
dation was settled in early 1999. By 
agreement, the terms of the settlement are 
confidential. At the end of 1998, a number 
of other legal actions to recover losses 


were in progress. 


Dissolutions 


In many instances where a member institu- 


tion has ceased operations, the Corporation 


is appointed liquidator of the estate. The 
main purpose is to maximize the recovery 
of assets of institutions in liquidation. At 
the end of 1998, DICO was managing the 
affairs of 49 of these institutions, paying 
member deposits and collecting on a port- 


folio of impaired loans. During the year, 


DICO recovered $15.4 million in assets and 


completed the final liquidations for 28 


member institutions. 


Enhance the financial soundness of the 
system through stabilization activities 


Inspections 

Throughout 1998, DICO continued to 
expand its on-site inspections program 
first introduced in 1996. By the end of 
the year, all member institutions had been 
inspected at least once over the past 30 
months with the exception of four which 
were examined by FSCO. The results of 
the program are encouraging. There has 
been a significant improvement in the rat- 
ings of the credit, investment and asset/ 
liability management processes over the 
past two years. DICO contracts out all in- 
spections to the leagues and other profes- 
sional firms to minimize the costs of the 
program and to build expertise in the sys- 


tem. 


Watchlist 

Early involvement with higher risk mem- 
ber institutions minimizes the likelihood 
and cost of insurance losses in the future. 
The Watchlist was established to identify 
and assist member institutions in formu- 
lating action plans to resolve capital or 


operational problems. 


Throughout 1998, DICO worked with 
the boards of approximately 63 member 
institutions on the Watchlist with assets 
of $1.4 billion. As a result, 31 member in- 
stitutions were successful in resolving 
their problems and no formal interven- 


tion was required. 


Supervision 

In some cases, member institutions, 
which are unable to resolve their prob- 
lems without external assistance and sup- 
port, request the supervision of DICO. 
Alternatively, DICO may make a request 
to the Superintendent of Credit Unions 


to place a member institution under su- 
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Our advisory committees 


play a significant role ... 


...DICO participated with 
FSCO and the industry ... to 
streamline the regulatory and 
depositor protection process 
and to reduce regulatory 
burden and costs to member 


institutions 


pervision. The Corporation has developed 
minimum capital intervention criteria for su- 
pervision for all credit unions and caisses 
populaires. In addition to capital, other in- 
tervention criteria were developed in consul- 
tation with the Stabilization Advisory Com- 


mittee. 


At the end of 1998, DICO was acting as 
supervisor for 11 member institutions, with 
assets of $427 million. During 1998, the su- 
pervision program was successful in ensur- 
ing that 2 member institutions were either 
fully recapitalized or that the causes which 
led to them to being placed under supervi- 


sion were resolved. 


Maintain collaborative relationships with our 
stakeholders 

DICO continues to place a high degree of 
importance on effective communication 
with its stakeholders. Our advisory commit- 
tees play a significant role in helping the 
Corporation to develop its stabilization pro- 
grams, standards of Sound Business and Fi- 
nancial Practices and related implementation 
tools. DICO is grateful to the members of 
these committees who volunteer their time 


and energy for the benefit of the system. 


DICO’s bilingual Internet web site contin- 
ues to be enhanced on a regular basis. Sys- 
tem releases and other pertinent informa- 
tion are available on the web for easy access 


by all member institutions and the general 
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public. The new Sound Business and Fi- 
nancial Practices Reference Manual will 
be available early in 1999. The web site is 
currently being re-developed and mem- 
ber institutions will be able to exchange 
financial information and statutory fil- 


ings through the Internet. 


Review of Regulatory Processes Project 
During 1998 DICO participated with 
FSCO and the industry in a comprehen- 
sive study to examine ways to streamline 
the regulatory and depositor protection 
process and to reduce regulatory burden 
and costs to member institutions. The 
review produced a number of significant 


recommendations including: 


* development of a single integrated 
monitoring and on-site verification 
process to replace DICO’s inspections 
and FSCO’s examinations; 

* implementation of a single set of re- 
porting forms to be filed with DICO 
replacing dual reporting; 

¢ establishment of an “On-site Verifica- 
tion Standards Board” including repre- 
sentation from the system; 

¢ DICO to take primary responsibility 
for the delivery of on-site verification 
process; 

¢ FSCO to establish a quality control 
function over on-site verification; and 

* development of an information shar- 
ing protocol between FSCO, DICO 


and the system. ” 


DICO is currently working closely with 


FSCO to implement these new programs. 


Effective and Efficient Management 


The past year was dedicated to enhanc- 
ing effectiveness and efficiency within 
the Corporation. Net operating expenses 
were 7.3% below budget and decreased 


by 0.6% compared to the prior year. 
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Based on the current rate of 
deficit reduction, DICO will 
eliminate the accumulated 


deficit by early 2001 


DICO, its Board and staff are 
committed to providing 
protection, security and 
Stability to the credit union 
and caisse populaire system 
for the benefit of all its 


members 


Our technology platform has been further 
enhanced and will be Year 2000 compliant 
in early 1999. 


The strategic leadership, support and dedi- 
cation of the Corporation’s board of direc- 
tors was invaluable and greatly appreciated 
by DICO’s staff. 


Outlook for 1999 


Deficit Reduction and Insurance Reserve Fund 
Based on the current rate of deficit reduc- 
tion, DICO should eliminate the accumu- 
lated deficit by early 2001. Once the deficit 
is eliminated, the Corporation’s objective 
will be to build an appropriate Deposit In- 


surance Reserve Fund. 


Deposit Insurance Fund 


$ Millions 








0 ————————— 
1998 1999 2000 i 
Projected 


Risk Exposure 

The prospect for the Ontario economy for 
1999 is growth rate in the 3% range. This 
moderate rate of economic expansion will 
likely provide a stable environment for the 
Ontario credit union and caisse populaire 
system. We anticipate further consolidation 
within the system and by the end of 1999, 
all member institutions should meet the 
minimum requirements for capital. All 
these factors, combined with continued 
vigilant risk assessment and management 
indicate that insurance losses should be 


within budget. 


Premium Levels and Insurance Coverage 


In order for DICO to meet its deficit re- 
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duction targets, the 1999 deposit insur- 
ance premium has remained unchanged 
from previous years. However, as in 1998, 
DICO will consider an insurance pre- 
mium rebate after the end of the year if 
the insurance losses are below plan. Dur- 
ing 1999, DICO will also be working with 
the industry and the government to ex- 
amine the proposal by the industry to ex- 


panding deposit insurance coverage. 


Our Commitment 

DICO, its Board and staff are committed 
to providing protection, security and sta- 
bility to the credit union and caisse popu- 
laire system for the benefit of all its mem- 
bers. We look forward to 1999 as another 
yeat which will provide many opportuni- 


ties to demonstrate that commitment. 


Andrew Poprawa, C.A. 
President ¢» CEO 
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Management's Responsibility 
The Deposit Insurance Corporation of Ontario's manage- 
ment is responsible for the integrity and fair presentation 
of the financial statements included in the annual report. 
The financial statements have been prepared in accordance 


with accounting principles generally accepted in Canada. 


The Corporation maintains systems of internal accounting 
controls of high quality consistent with reasonable cost. 
Such systems are designed to provide reasonable assurance 
that the financial information is accurate and reliable and 
that company assets and liabilities are adequately accounted 


for and assets safeguarded. 


The financial statements have been reviewed by the Cor- 
poration's Audit and Finance Committee and have been 
approved by its Board of Directors. In addition, the finan- 
cial statements have been examined by KPMG LLP, the au- 


ditors, whose report follows. 


(ee al 


Andrew Poprawa, C.A. 
President ¢» CEO 


James Maxwell 
Chief Administrative 
and Financial Officer 


Toronto, Canada 
January 25, 1999 


Auditors’ Report 


Pic 


KPMG LLP 





To the Board of Directors of 


Deposit Insurance Corporation of Ontario 


We have audited the Statement of Financial Position of 
Deposit Insurance Corporation of Ontario as at Decem- 
ber 31, 1998 and the Statement of Operations and Changes 
in the Deficiency of the Deposit Insurance Fund and the 
Statement of Cash Flows for the year then ended. These 
financial statements are the responsibility of the Corpora- 
tion’s management. Our responsibility is to express an opin- 


ion on these financial statements based on our audit. 


We conducted our audit in accordance with generally ac- 
cepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material mis- 
statement. An audit includes examining, on a test basis, evi- 
dence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial 


statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corpora- 
tion as at December 31, 1998 and the results of its opera- 
tions and cash flows for the year then ended in accordance 


with generally accepted accounting principles. 


KPT G EC 


Chartered Accountants 
Toronto, Canada 


January 25, 1999 
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Deposit Insurance Corporation of Ontario 


Statement of Financial Position 


December 31, 1998, with comparative figures for 1997 (in thousands of dollars) 


ASSETS 


Accounts and interest receivable 
Deposit insurance advances recoverable 
Loan receivable 
Real estate held for resale 
Capital assets 

(net of accumulated amortization 


of $2,452 (1997 - $2,270)) 


LIABILITIES 


Borrowings (note 3) 

Payables and accruals 

Premium rebate payable (note 4) 

Accrual for deposit insurance losses (note 5) 


Total Liabilities 


Deficiency of the Deposit Insurance Fund 


Contingencies (note 10) 


See accompanying notes to financial statements. 


On behalf of the Board: 
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6,132 


16,747 
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Director 


6,132 


1997 





118 
904 
121 
1,200 
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2,840 


24,431 
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53,068 


50,228 
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2,840 
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Deposit Insurance Corporation of Ontario 


Statement of Operations and Changes in the Deficiency of the Deposit Insurance Fund 


Year ended December 31,1998, with comparative figures for 1997 (in thousands of dollars) 






































1998 1997 
INCOME 
Premium Income $ 25,604 S 25.933 
Less: Premium rebates (1,219) - 
Other Income 564 370 
24,949 26,303 
EXPENSES 
(Recovery of) provision for losses (note 5) (1,285) 10,785 
Salaries and benefits 3,879 4,101 
Interest expense 612 807 
Operating expense 3,705 3,608 
Recovery of operating expense (952) C030) 
5.959 18,262 
Excess of income over expenses 18,990 8,041 
Deficiency of the Deposit Insurance Fund, 
beginning of year 50,228 58,269 
Deficiency of the Deposit Insurance Fund, 
end of year $ 31,238 $ 50,228 


See accompanying notes to financial statements. 
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Deposit Insurance Corporation of Ontario 


Statement of Cash Flows 


Year ended December 31,1998, with comparative figures for 1997 (in thousands of dollars) 






























































1998 LOO 
Cash received from (applied to): 
Operations: 
Excess of income over expenses $ 18,990 $ 8,041 
Items charged to operations not affecting cash 
(Recovery of) provision for losses (1,285) 10,785 
Loss on disposal of capital assets 1 6 
Amortization 306 O25 
18,012 AS miles yr 
Changes in: 
Accounts and interest receivable (30) 60 
Loan recetvable 50 56 
Real estate held for resale 200 - 
Payables and accruals 1,126 a9 
1,346 435 
19,358 19892 
Financing and investing activities: 
Purchase of capital assets (307) (285) 
Proceeds on sale of capital assets 2 14 
Repayment of notes payable - (22,750) 
(305) (23,021) 
Deposit protection activities: 
Deposit insurance net advances (11,369) (11,387) 
Decrease (Increase) in borrowing position 7,684 (14,816) 
Borrowing position, beginning of year (24,431) (9,615) 
Borrowing position, end of year $ (16,747) $ (24,431) 


See accompanying notes to financial statements. 
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Notes to Financial Statements 


Year ended December 31, 1998 
General 
Deposit Insurance Corporation of Ontario is a Schedule III Pro- 
vincial Crown Corporation without share capital established un- 


der the provisions of the Credit Unions and Caisses Populaires 
Act. 


The statutory objects of the Corporation under the Act are to : 

* provide deposit insurance to depositors of member institu- 
tions 

* act as stabilization authority for the credit union and caisse 
populaire system 

* promote standards of sound business practices 

* collect and publish statistics 

* provide financial assistance to member institutions 

* act as administrator of member institutions 

* minimize deposit insurance risk and size of claims 


The Act empowers the Corporation to assess its member institu- 
tions to meet the Corporation’s requirements for insurance fund- 
ing and administrative costs. The Corporation establishes its 
premium levy annually. The established premium levy is submit- 
ted to the government of Ontario for review and incorporation 
into the regulations through appropriate amendments as neces- 
sary. 


1. Going concern assumption: 

These financial statements have been prepared on the going con- 
cern basis, which assumes that assets will be realized and liabili- 
ties and obligations will be discharged in the normal course of 
business. The application of the going concern concept is de- 
pendent upon the Corporation’s ability to obtain sufficient addi- 
tional financial resources to meet its liabilities. The Corporation’s 
borrowings are guaranteed by the Minister’s guarantee on behalf 
of the Province of Ontario. The guarantee is for a maximum of 
$75 million and expires December 31, 2001. The Province of 
Ontario charges guarantee fees based on one-half of one per 
cent of the average end of day balance outstanding of any debt 
obligation subject to the Minister’s guarantee. 


2. Summary of Significant Accounting Policies: 

These financial statements have been prepared in accordance with 
generally accepted accounting principles. These financial state- 
ments do not reflect the assets, liabilities or operations of credit 
unions or caisses populaires where the Corporation has been 
appointed liquidator. 


(a) Premium income: 
Premiums are based on insured deposits held by member institu- 
tions. Premium income is recognized when billed. 


(b) Provision for losses: 

The provision for losses includes allowances against deposit in- 
surance advances and an accrual for losses for which advances 
have not been made at the date of the Statement of Financial 
Position. 


ie 


Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Deposit insur- 
ance advances recoverable are presented on the Statement of 
Financial Position net of allowances thereon. 


The accrual for deposit insurance losses includes both provisions 
for specific losses and a general provision for losses. 


Specific provisions for losses in respect of insured deposits are 
estimated by management and recorded at the time that member 
institutions are known to have become insolvent or when other 
conditions exist that will likely result in losses to the Corpora- 
tion. 


The general provision for losses reflects management’s best esti- 
mate of losses on insured deposits arising from the inherent risk 
in the credit union/caisse populaire system. The provision is es- 
tablished by assessing the aggregate risk in member institutions 
based on current market and economic conditions, the likelihood 
of losses and the application of historic loss experience. Future 
economic conditions are not predictable with certainty and ac- 
tual losses may vary, perhaps substantially, from management’s 
estimates. 


(c) Pension costs: 

Farnings are charged with the cost of pension benefits earned 
by employees as services are rendered. Pension expense is deter- 
mined using management’s best estimates of expected invest- 
ment yields, wage and salary escalation, mortality rates, 
terminations and retirement ages. Adjustments arising from pen- 
sion plan amendments, experience gains and losses, and assump- 
tion changes are amortized to earnings over the average remaining 
service lives of the members. 


Any difference between pension expense (determined on an ac- 
counting basis) and funding (as required by regulatory authori- 
ties) is reflected as either a deferred charge or an accrual for 
pension costs. 


(d) Real estate held for resale: 

The real estate was originally acquired in 1996 to facilitate the 
amalgamation of two credit unions. Real estate held for resale is 
stated at management’s best estimate of its fair market value, 
after selling and closing costs. 


(e) Capital assets: 

These are recorded at cost. Amortization of furniture and equip- 
ment is provided by the diminishing-balance method at the rate 
of 20 per cent per annum. Computer and related equipment and 
software are amortized over three years on a straight-line basis. 
Leasehold improvements are amortized on a straight-line basis 
over the term of the lease. 


(f) Leases: 

Leases are classified as either capital or operating. A lease which 
transfers substantially all the benefits and risks incidental to own- 
ership of property is accounted for as if it were an acquisition of 
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an asset and the incurrence of an obligation at the inception of 
the lease. All other leases are accounted for as operating leases 
wherein rental payments are charged to earnings as incurred. 


3. Borrowings: 
The Corporation has obtained revolving credit facilities, approved 
by the Ontario Financing Authority, which administers the Min- 
ister’s guarantee, as follows: 
Maximum Outstanding 
Credit Available as at Dec 31,1998 
(effective October 1,1998) 





(thousands) 

Canadian Chartered Bank $20,000 $ 6,832 
(at Bankers’ Acceptances 
rates plus 14 basis points) 
Credit Union Central 
of Ontario $10,000 Seo, o.Es 
(at Bankers’ Acceptances 
rates plus 14 basis points) 

$30,000 $16,747 


The borrowings are guaranteed by the Minister’s guarantee on 
behalf of the province of Ontario. 


4. Premium rebate payable: 

During 1998 the Corporation’s board approved a rebate of up to 
$0.10 per thousand dollars of deposits, payable in early 1999. 
The rebate is based on better than expected 1998 deposit insur- 
ance claims experience and represents 50% of the amount by 
which actual new provisions were below budget. 


5. Accrual for deposit insurance losses: 

The provision for losses includes specific provisions for known 
or likely losses from specific member institutions and a general 
provision for losses not identified with specific institutions. That 
portion of the provision for losses recorded in the year and in 
previous years which has not yet required payment by the Cor- 
poration is shown in liabilities on the Statement of Financial 
Position as accrual for deposit insurance losses. 
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1998 1997 
(thousands) 
Accrual for deposit insurance losses 
beginning of year R27ebr7 $29,231 
Changes in respect of member 
institutions where a loss was 
identified in the current year : 
- Increase in deposit insurance 
advances recoverable - OF 
- Increase in Provision for losses 600 133555 
Changes in respect of member 
institutions where a loss was 
identified in prior years: 
- Increase (decrease) in deposit 
insurance advances recoverable 3,514 (1,487) 
- Decrease in Provision for losses _—__ (1,885) (2,770) 
29,406 38,564 
Net deposit insurance claims 11,369 115357 
Accrual for deposit insurance 
losses end of year $ 18,037 5 ea eT! 


The general provision for losses included in the accrual for de- 
posit insurance losses amounted to $4,000,000 (1997 - $4,000,000). 


The Corporation has provided deficiency coverage agreements 
to two credit unions to facilitate the merger of one credit union 
and the sale of assets of another. These agreements provide pro- 
tection to the acquiring credit unions in the event that a portion 
of the principal and income on certain commercial and retail 
loans is at risk. The agreements provide for a total of $3.3 mil- 
lion (1997 - $3.3 million) of coverage. These amounts are fully 
provided in the accrual for deposit insurance losses. The cover- 
age is in force on a diminishing basis for four years from the date 
of the agreement. A fee of one per cent per annum on the di- 
minishing balance is payable by these credit unions to cover the 
cost of administering the agreements. 


6. Lease Commitments: 

The Corporation has negotiated a new lease which replaced the 
former ten-year lease which would have ended August 1, 1998. 
The new lease is for the term commencing January 1, 1998 and 
ending August 5, 2007. The future minimum rent 1s $123,000 for 
yeats one to five and $140,000 for years six to ten. In addition, 
the Corporation is required to pay property taxes and common 
area maintenance costs. 


7. Income Taxes: 
The Corporation is subject to income taxes under the Income 


Tax Act. It has accumulated losses for income tax purposes of 
$50,973,000. They expire as follows: 
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Originating Expiring Amount 
Taxation Year Taxation Year (thousands) 
1992 1998 $ 8,242 
1995 2000 TAGs 
1994 2001 6,619 
1995 2002 6,987 
1996 2003 7,566 
1997 2004 7,449 
1998 2005 6,932 
$50,973 


Potential tax benefits resulting from these business losses have 
not been recognized in the financial statements. 


8. Pension Plan: 

The Corporation has a defined benefit pension plan. The esti- 
mated value of the pension fund assets at December 31, 1998 is 
$2,555,000 (1997 - $2,385,000) and the estimated actuarial present 
value of accrued pension benefits is $2,374,000 (1997 - 
$1,854,000). Defined benefit pension plan expense included in 
the statement of operations was $179,000 (1997 - $165,000). The 
difference in the amount expensed and the funding contribu- 
tions has been reflected in the Statement of Financial Position 
as an accrual for pension costs $126,000 (1997 - $78,000). The 
plan is fully funded on an actuarial basis. 


Effective January 1, 1999, the defined benefit pension plan was 
converted to a defined contribution pension plan. The plan change 
is expected to be finalized and the impact recognized in 1999. 


9. Directors’ Expense: 

During the year the directors received an aggregate remunera- 
tion of $96,000 (1997 - $110,000). Total directors’ expense in- 
cluding the remuneration was $141,000 (1997 - $165,000). 


10. Contingencies: 

The Corporation is subject to various legal actions brought against 
it in the normal course of business, when acting in the capacity 
of administrator or liquidator. It is the view of the Corporation’s 
management that these actions will be successfully defended. 
Accordingly, no provisions have been made in these financial state- 
ments. 


11. Fair Value Disclosure: 

The fair value of financial assets and liabilities which include 
cash, accounts and interest receivable, loan receivable, borrow- 
ings, payables and accruals, and premium rebate payable approxt- 
mate their carrying amounts. 


The fair value of deposit insurance advances recoverable and 
accrual for deposit insurance losses have been omitted because it 
is not practicable to determine fair value with sufficient reliability. 


12. Compensation: 
The following information is furnished in compliance with the 
Public Sector Salary Disclosure Act, 1996. 
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Employee Position held Compensation ‘Taxable 
Benefits 
Brydges, Barry Vice President 
Stab. Services $114,438 $8,114 
Charbonneau, Robert Vice President 
Insurance $105,128 $6,538 
Foster, C.William D. Vice President 
Asset Management 
& Recoveries $125,680 $9,465 
Kingston, Tom Director 
Administration $105,544 $6,774 
Maxwell, James Chief Administrative 
& Financial Officer 
Corporate Resources $103,642 $8,264 
Poprawa, Andrew President and CEO $176,061 $9,059 


13. Year 2000 Issue: 

The Year 2000 Issue arises because many computerized systems 
use two digits rather than four to identify a year. Date-sensitive 
systems may recognize the year 2000 as 1900 or some other date, 
resulting in errors when information using year 2000 dates is proc- 
essed. In addition, similar problems may arise in some systems 
which use certain dates in 1999 to represent something other 
than a date. The effects of the Year 2000 Issue may be experi- 
enced before, on, or after January 1, 2000, and, if not addressed, 
the impact on operations and financial reporting may range from 
minor errors to significant systems failure which could affect an 
entity’s ability to conduct normal business operations. It is not 
possible to be certain that all aspects of the Year 2000 Issue af- 
fecting the Corporation, including those related to the efforts of 
member institutions, suppliers, or other third parties, will be fully 
resolved. 
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Corporation’s Report on Liquidations 


It is the responsibility of the liquidator of a member institution 
to maximize the recovery of the assets of the member institu- 
tion in dissolution for the benefit of all creditors. The Deposit 
Insurance Corporation of Ontario (DICO) is usually the largest 
unsecured creditor of a dissolved member institution. In this re- 
gard, DICO has a direct interest in ensuring that the liquidator’s 
duties and responsibilities are managed in an efficient, cost ef- 
fective manner. DICO, in its capacity as liquidator, employs in- 
ternal resources for the purpose of collecting, monitoring and 
realizing on the assets of member institutions in liquidation. 


As the largest unsecured creditor in most instances, DICO can 
best manage its losses by directly controlling the liquidation proc- 
ess. Through direct control and management, DICO can also 
protect neighbouring member institutions from any potential loss 
of confidence. 


Under the Credit Unions and Caisses Populaires Act, 1994, the 
liquidator is required to prepare a statement of affairs at the date 
of liquidation. It is DICO’s practice as liquidator to commission 
independent accountants to prepare such statements of affairs. 
To minimize liquidation costs and avoid any potential delay in 
conducting the liquidation, DICO does not require that these 
statements of affairs be audited. Consequently, in the absence of 
opening audited financial information, the liquidator’s auditors, 
KPMG LLP, qualify their report on the results of DICO’s activi- 
ties as liquidator. 


During the year, DICO as liquidator took possession and control 
of 6 member institutions with reported combined assets with a 
book value of $24.5 million before provisions. The unaudited 
financial statements received from the independent accountants 
indicated that the net book value of the assets of the 6 member 
institutions, after provisions for loan losses, was $22.7 million. 
Total claims against these assets as at dissolution date were $29.3 
million. 


In 1998, DICO in its capacity as liquidator recovered $15.4 mil- 
lion from the liquidation of assets and paid creditors’ claims to- 
talling $14.3 million. In certain cases, assets are sold on a going 
concern basis to another member institution for which payment 
is made by the assumption of an equal value of depositor claims. 


As at December 31, 1998, the book value of the combined assets 
remaining to be liquidated totalled $25.7 million. The vast major- 
ity of these assets represent impaired loans. Accordingly, the es- 
timated recoveries on these assets will be significantly below the 
amounts recorded. Management’s best estimate of these future 


recoveries is $12.0 million. 
Lue 


C.W.D. Foster 


Vice President, 


Andrew Poprawa, C.A. 
President ¢ CEO 
Asset Management 


¢> Recoveries 


Toronto, Canada 
January 25, 1999 
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Auditor’s Report 





KPMG LLP 


To the Board of Directors of Deposit Insurance 
Corporation of Ontario 


We have audited the statement of combined assets and creditors’ 
claims as at December 31, 1998 under the control of Deposit 
Insurance Corporation of Ontario as liquidator and the state- 
ment of changes in combined assets and creditors’ claims for the 
yeat then ended. These financial statements are the responsibil- 
ity of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements based on our 
audit. 


Except as explained in the following paragraph, we conducted 
our audit in accordance with generally accepted auditing stand- 
atds. Those standards require that we plan and perform an audit 
to obtain reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement 
presentation. 


Upon appointment as liquidator of a credit union or caisse popu- 
laire, the Corporation engages independent accountants to pre- 
pate an unaudited statement of affairs which sets out the assets 
and creditors’ claims as at the date of commencement of the 
liquidation. As the statements of affairs are unaudited, we are 
unable to verify whether the books and records of the credit 
unions/caisses populaires are complete and accurate at the com- 
mencement of liquidation. 


In our opinion, except for the effect of adjustments, if any, which 
we might have determined to be necessary had we been able to 
verify the assets and creditors’ claims taken under the control of 
the Corporation at the commencement of liquidation, these fi- 
nancial statements present fairly, in all material respects, the com- 
bined assets and creditors’ claims under the control of the 
Corporation as liquidator as at December 31, 1998 and the 
changes in the combined assets and creditors’ claims for the year 
then ended in accordance with the basis of accounting disclosed 
in note 1. 


KPING 112 


Chartered Accountants 
Toronto, Canada 
January 25, 1999 
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Statement of Combined Assets and Creditors’ Claims under the Control of the 
Corporation as Liquidator 


Deposit Insurance Corporation of Ontario as Liquidator 


December 31, 1998, with comparative figures for 1997 (in thousands of dollars) 


ASSETS 


Cash (Note 2) 

Loans, at gross book value 
Investments and other assets 
Real estate held for sale 


CREDITORS’ CLAIMS 


Deposit Insurance 
Corporation of Ontario 
Deposits 

Other claims 


Total creditors’ claims 


1998 





$ 


2,156 
21,293 
1,405 
886 


1997 








25,740 


35,142 
9,512 
6,367 





% 15,585 


$ 49,358 
804 
190 








51,021 


Pe OU 552 
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See accompanying notes to the Statement of combined assets and creditors’ claims under the control of the Corpora- 


tion as liquidator. 


On behalf of the Board: 


Sees Ay ell 
Crewe 


Director 


Director 
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Deposit Insurance Corporation of Ontario as Liquidator 


Statement of Changes in Combined Assets and Creditors’ Claims 


Year ended December 31, 1998 (in thousands of dollars) 
































1998 1997 

ASSETS: 
Opening assets $ 15,585 $ 17,345 
Add: Assets assumed as a result of new liquidations 24,498 2,888 
Less: Uncollectable loans removed during the year (1,083) (305) 
Less: Assets realized during the year (includes opening cash) (15,416) (4,346) 
Sub-total 23,584 15,582 
Add: Cash from realizations retained by liquidator 2,156 3 
Total Assets $ 25,740 % 15:585 
CREDITORS’ CLAIMS: 
DICO’s Claim 
Opening claim $ 49,358 5. 51100 
Add: Advances by DICO 1,620 (3) 
Less: Claims written-off by DICO 

that were uncollectable (Note 3) (15,836) (1,739) 
Closing claim of DICO $ 35,142 $ 49,358 
Other Creditors’ and Depositors’ Claims 
Opening claims $ 994 ye et 597) 
Add: Claims as a result of new liquidations assumed 29,282 3,026 
Less: Claims paid during the year (14,326) (3,613) 
Less: Unclaimed deposits removed during the year (71) (16) 
Closing Creditors’ and Depositors’ Claims $ 15,879 $ 994 
Total Creditors’ Claims $ 51,021 >. 1.00352 


See accompanying notes to the statement of combined assets and creditors’ claims under the control of the Cor- 


poration as liquidator. 
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Notes to Statement of Combined Assets 
and Creditors’ Claims under the Control of 
the Corporation as Liquidator 


Year Ended December 31, 1998 


Deposit Insurance Corporation of Ontario (the “Corpo- 
ration”) is, from time to time, appointed liquidator of credit 
unions and caisses populaires. In this capacity, the Corpo- 
ration is responsible for the individual liquidation of a mem- 
ber institution’s assets in an orderly manner and applying 
the proceeds towards the claims of its creditors. These 
financial statements are a combination of the financial state- 
ments of 49 (1997-68) credit unions and caisses populaires 
currently in liquidation, each liquidation being carried out 


as a separate legal proceeding. 


1. Significant accounting policies: 


(a) Basis of presentation: 

These statements of combined assets and creditors’ claims 
and changes in combined assets and creditors’ claims un- 
der the control of the Corporation are prepared on the 
basis of accounting disclosed in these notes. Upon com- 
mencement of liquidation of a credit union/caisse popu- 
laire, its financial statements cease to be prepared on a going 
concern basis and all transactions ate recorded on a cash 


basis. 


These financial statements present the combined assets and 
creditors’ claims of all the credit unions and caisses popu- 
laires currently being liquidated by the Corporation. The 
reader of this statement ts cautioned that thts state- 
ment ts not prepared in accordance with generally ac- 
cepted accounting princtples and the amount of assets 
under the control of the Corporation does not purport 
to be the expected recoverable amount or their fair 


value. 


(b) Loans: 

Loans are recorded at the book value of the outstanding 
amount at the date of liquidation less cash received for the 
principal payments in the liquidation period. No allowance 
for loan losses has been recorded and no attempt has been 


made to estimate the net recoverable amount from loans. 


Due to their nature, a substantial portion of the loans is 
considered impaired, as there is doubt about the timely col- 


lection of principal and interest in full. 
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(c) Investments and other assets: 
Investments and other assets are stated at their book values 


as at the date of liquidation. 


(d) Real estate held for sale: 
Real estate is stated at the net book value as recorded at the 


date of liquidation. Depreciation is not recorded. 


(e) Creditors’ Claims: 

The Deposit Insurance Corporation of Ontario (DICO) 
insures deposits of members of credit unions and caisses 
populaires to the statutory limit. In the event of the liqui- 
dation of a member institution, the Corporation pays in- 
sured depositors and thus assumes the depositors’ claims 
against the assets of the credit unions and caisses popu- 
laires in liquidation. The amounts owing to DICO repre- 
sent the Corporation’s claims against the assets of 49 
(1997-68) credit unions and caisses populaires currently in 


liquidation. 


(f) Contingencies: 
Certain credit unions/caisses populaires in liquidation are 
plaintiffs or defendants in lawsuits. However, no potential 


gains or losses from the legal actions have been recorded. 


(g) Comparative figures: 
The comparative figures for 1997 have been reclassified in 


accordance with the presentation adopted in 1998. 











2. Cash flows: 1998 1997 
(thousands) 

Cash, beginning of year $ 3 § 84 
Add: Assets realized 

during the year 15,413 4,262 
Add: Advances from 

(Payment to) DICO 1,620 (3) 
Total cash available $ 17,036 $ 4,343 
Less: Payment of creditors’ 

claims and liquidation costs (14,880) (4,340) 
Cash, end of year $ ©2156 $ 4 


3. Creditors’ claims: 

During the year 1998, DICO’s unsatisfied claims against 24 
credit unions were removed from the financial statements 
upon the completion of the liquidation as it was determined 
that there would be no further realization on these credit 


unions’ assets. 
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Advisory 
Committees 


DICO Advisory Committees 


Membership 


3.5% 


3.5% 





Representatives from individual credit 
unions and caisses populaires 





L] Ministry of Finance & FSCO staff 






Pad 
Dy Credit Union Central of Ontario staff 


La Fédération des caisses populaires de 
l'Ontario staff 





L’Alliance des caisses populaires de 
l'Ontario staff 


The Association of Credit Unions of 
Ontario staff 


Performance Analysis Advisory Committee 

Function and Responsibilities: 

* Advice on matters related to the gathering and 
dissemination of member institution financial 
condition and performance information, and the 
use of DICO’s member institution data base; 

¢ Ways and means of optimizing the use of sys- 
tem reports; 

* Information required by users, including its fre- 
quency; 

¢ Ways and means of capturing data and distrib- 
uting output; 

* Allocation to users of the costs of analysis and 
reporting; 

* Medium and long range endorsement of devel- 
opments in the use of information technology. 


Members: 

Judy Chaif Simko, Windsor Family Credit 
Union Limited 

Normand Demers, Caisse populaire d'Earlton 
Limitée 

Barry Doan, Avestel Credit Union Limited 
John Ebsary, Ottawa Carleton Education 
Credit Union Limited 

Josée Gallant, Civil Service Co-operative 
Credit Society Limited 

Jean-Guy Lafléche, La Fédération des caisses 
populaires de l'Ontario Inc. 

Nardeo Sham, FSCO 

Malcom Thornley, HEPCOE Credit Union 
Limited 

Dorothy Watson, Credit Union Central of 
Ontario 


Sound Business and Financial Practices 
Advisory Committee 


Function and Responsibilities: 

Review and provide comments and input on: 

*Draft standards and guidelines on sound busi- 
ness and financial practices; 

* Methods for the effective delivery, implementa- 
tion and enforcement of standards and the 
Handbook. 

*Methods by which users can be trained to 
optimize the use of standards and the Hand- 
book. 


Members: 

Ron Dias, FSCO 

Janis Evans, Rideau/St. Lawrence Savings & 
Credit Union Limited 
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Owen Jackson, Hamilton Teachers’ Credit 
Union Limited 

Denis Laframboise, Caisse populaire 
Trillium Inc. 

Don Maisonville, Credit Union Central of 
Ontario 

Douglas McKee, Ontario Educational Credit 
Union Limited 

Jim Mitchell, HEPCOE Credit Union 
Limited 

Ilka Ovaska, Bay Credit Union Limited 
Paul Tremblay, Caisse populaire de Pointe- 
aux-Roches Limitée 

Bert Whitmell, Arnstein Community Credit 
Union Limited (Ontario Association of Small 
Credit Unions) 


Stabilization Advisory Committee 

Function and Responsibilities: 

*Review standards and guidelines with respect 
to stabilization and deposit insurance activities; 

* Review and provide input on methods for the 
effective delivery, implementation and 
enforcement of stabilization and insurance 


programs. 


Members: 

Denis Couture, L'Alliance des caisses 
populaires de l'Ontario Ltée. 

Robert Gaulin, L’Office de stabilisation des 
Caisses populaires de l'Ontario 

Helen Graham, Ministry of Finance 
Jonathan Guss, Credit Union Central of 
Ontario 

John Harper, FSCO 

Sean G. Jackson, Niagara Credit Union 
Limited 

Don Maisonville, Credit Union Central of 
Ontario 

Tom Robins, Association of Credit Unions 
of Ontario 

Gary Seveny, Civil Service Co-operative 
Credit Society Limited 

Pierre Tougas, La Fédération des caisses 
populaires de l'Ontario Inc. 
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Deposit Insurance Corporation of Ontario 
Offices: 
4711 Yonge Street, Suite 700, 
Toronto, Ontario 
M2N 6K8 
(416) 325-9444 
1-800-268-6653 Toll Free 
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INTERNET SITE http://www.dico.com 
E-mail:dico@dico.com 
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Margaret C. McNee 
Chair of the Board 
Présidente du Conseil d'administration 


February 18, 2000 


The Honourable Ernie Eves 
Minister of Finance 

Frost Building South, 7th floor 
7 Queen's Park Crescent 
Toronto, Ontario 

M7A 1Y7 


Dear Minister: 


I have the honour to submit to you and the Superintendent of the Financial Services Commission 
of Ontario (FSCO) the Annual Report of the Deposit Insurance Corporation of Ontario for the 12 


month period ended December 31, 1999. 


Yours truly, 
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DICO MISSION 
TO PROTECT DEPOSITORS 


DICO VISION 


We will support the Ontario credit union and caisse populaire system by 
providing depositor protection, building financial soundness and working in 


collaboration with stakeholders 


DICO VALUES 


In all our activities we will strive to: 

* Act with professionalism and integrity 

* Provide value 

* Be proactive and innovative 

* Recognize and respect the principles, values and diversity of the 
credit union/caisse populaire system 

* Collaborate with stakeholders 

* Recognize the diversity and acknowledge the importance of our staff 

* Provide an environment where employees are treated fairly, and given 


opportunity and encouragement to develop their potential 


Deposit Insurance Corporation of Ontario Staff 


Ahing, Gary 
Amoah, Kwabena 
Atanassova, Liliana 
Barber, Adrienne 
Barr, Vera 

Blair, Robert 
Brachman, Alla 
Brydges, Barry 
Burgman, John 
Charbonneau, Robert 
Chinoy, Aamir 
Dale, Richard 
Daoust, Gerry 
Denison, Judi 
D’Errico, Tony 
Edmison, Bob 
Foster, Bill 

Fraser, Leslie 
Gheorghe, Carmen 
Haslett, Sharon 
Hutton, John 
Ingram, Lori 
Khoja, Yasmin 
Kingston, Tom 
Kokaliaris, Steve 





Lalonde, Joel 
Long, Michael 
Luskin, Peter 
Maxwell, Jim 
McLeary, Alana 
McQuade, Bryan 
Merrifield, David 
Myles, Joyce 
Nadon, Lori 

Nan, Chrissy 
Pianezza, Danny 
Piric, Bob 

Poirier, Dominique 
Poprawa, Andy 
Poter, Helen 
Rechtshaffen, Andy 
Ruano, Mercedes 
Sohani, Hanif 
Stodler, Debbie 
St-Germain, Marie 
Tambosso, Donna 
Turingan, Rannie 
White, Michael 
White, Richard 
Yu, Winnie 
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I am again pleased to report that the Deposit Insurance Corporation of On- 
tario (DICO) has concluded another successful year of operation by effec- 
tively continuing to fulfil its mandate - protecting depositors of credit unions 
and caisses populaires in Ontario. DICO and the Ontario system have main- 
tained an unblemished record by ensuring that no depositor has ever experi- 


enced a loss of deposits placed with a member institution. 


Throughout 1999 DICO made remarkable progress in achieving its key strate- 
gic goals as laid out in our Corporate Plan published in 1997. As at December 
31, 1999 the deficit in the deposit insurance reserve fund stood at $7.7 million 
a teduction of $23.5 million from the prior year. Consequently, we anticipate 
that the deficit will be eliminated by June 2000 at the latest — a full year and a 
half ahead of target. I am particularly pleased to note that we have achieved 
these results while being able to reduce deposit insurance costs to our mem- 
bers through the payment of a premium rebate of 7.7% or $.16 per thousand 
of deposits in 1999. 


For the past five years DICO, with the strong support of the system, has 
followed a proactive approach to risk assessment and management through 
various programs of early intervention and problem resolution. This approach 
has helped reduce losses to the fund significantly and enhanced the stability of 
the system in Ontario during a period of continuing consolidation. Using a 
measure of aggregate risk, the overall financial and operational health of the 
Ontario system is the best it has been in over fifteen years. The credit for these 
encouraging results belongs to the boards and management of our member 
institutions who have worked so hard to ensure that their credit unions and 
caisses populaires are operated in accordance with high standards of business 


and financial practices. 


On January 1, 2000 deposit insurance coverage for depositors was increased 
from $60,000 to $100,000. This increase in coverage will help credit unions 
and caisses populaires to attract larger deposits from their members and be- 
come more competitive in the market. At the same time, the method of calcu- 
lating premiums was changed from charging premiums on total deposits to 
only those that are insured. This change will make the premiums paid by mem- 
ber institutions more equitable and affordable. In January 2001, DICO plans 
to introduce a risk based premium system which will ensure that member insti- 
tutions that exhibit a lower risk profile will pay a lower premium. Throughout 
2000 we will be consulting with the Ministry of Finance and the system to 
ensure that this new system is effective in rewarding lower risk institutions. 
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Once our deficit 
has been 
eliminated, we 
Will start 
focusing on 
building an 
appropriate 
deposit 
insurance 
reserve fund 


Finally, once the deficit is eliminated, we expect that overall premium levels will 
decrease dramatically, making them more affordable and more competitive to 


the system. 


On March 30, 2000 DICO will once again be holding its annual information 
meeting for all stakeholders. This meeting will provide us the opportunity to 
share with our stakeholders our thoughts on the strategic direction of DICO 
for the next five years as we enter into a new era. Once our deficit has been 
eliminated, we will start focusing on building an appropriate deposit insurance 
reserve fund and modifying our programs to take into account the reduced 
risk in the system. The Corporate Plan 2001 — 2005 will outline our strategies, 
plans and goals. We believe that our plans and these information meetings are 


an important element in demonstrating our accountability to our stakeholders. 


During 1999 the board dealt with many complex and difficult issues. I would 
like to take this opportunity to express my appreciation to all our board mem- 
bers for their dedication and professionalism in working together in the inter- 
ests of all stakeholders. On behalf of the board, I would also like to express 
our appreciation to the staff of DICO for their continuing support. Finally, as 
I complete my term as Chair of the Board, I want to thank all those individuals 


who worked with me to make my term memorable and rewarding. 


In conclusion, DICO believes that its long term strategic direction supports 
the system’s quest to become more competitive and responsive to its member 
needs. By exercising continued vigilance through our risk assessment and man- 
agement programs and by building a strong financial base, DICO believes that 
it can reduce insurance losses and ultimately lower the cost of depositor pro- 
tection. We look forward to working with our stakeholders to achieve these 


goals. 


On behalf of the Board of Directors, 


BE Bey SC 


Shane A. Kelford 
Chair 


Deposit Insurance Corporation of Ontario 


Board of Directors 





Shane A. Kelford, Chair 

Mr. Kelford is a partner with the law firm of Howard, Ryan, Kelford & Knott in Smiths Falls. He also teaches 
corporate finance law at the University of Ottawa Law School. He served as Policy Assistant to the Ontario Minis- 
ter of Financial Institutions and Minister of Finance and was a member of the Ontario Task Force on Securities 
Regulation. He is also a former partner with the law firm of Blake, Cassels & Graydon of Toronto. 

(Mr. Kelford retired as Chair on February 10, 2000.) 





From left to right : Shane A. Kelford, Chair, Beth Atcheson, Réal Bérubé, David A. Lemmon, J. Bernard Marcil, FCA, 
Margaret C. McNee, Bruce Neville, Heather Nicol, Jim Poirier, Alan Ross, FCA 


Beth Atcheson 
Ms. Atcheson, now a consultant, previously served as a member of the senior research staff of the Task Force on 


the Future of the Canadian Financial Services Sector and as the Director of the Financial Services Policy Branch of 
the Ontario Ministry of Finance. Prior to joining the government in 1988, she practiced corporate law in Toronto, 


specializing in financial institutions. 


Real Berube 
Mr. Bérubé served on the board of Caisse Populaire de Hearst as member and Chair from 1974 to 1988. He has 


actively served on a number of community and professional organizations and is presently Vice Chair of the Board 
of Governors of Hopital Notre Dame de Hearst. He retired in 1996 after teaching Chemistry and Physics at a 


secondary school for 35 years. 


David A. Lemmon 
Mr. Lemmon is President of Savoyard Consultants Inc., a consulting firm which specializes in the development of 


strategic management plans and rationalization plans for asset portfolios with emphasis on distressed real estate. 
His business experience encompasses Chief Executive responsibilities in the corporate sector, coupled with strate- 


gic management expertise. 


J. Bernard Marcil, FCA 


Mr. Marcil retired in 1994 as the co-founding partner of the accounting firm of Marcil, Lavallée, Loyer & Partners. 


The firm of Marcil, Lavallée, Loyer & Partners serves as auditors to a significant number of caisses populaires. In 
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addition to being a member of professional and community organizations, 
Mr. Marcil serves on the board of several corporations in the field of 


insurance, investments and advanced technology manufacturing, 


Margaret C. McNee 

Ms. McNee is a partner in the Toronto law firm of McMillan Binch where 
she practices securities and corporate law. She was seconded to the On- 
tatio Securities Commission, Corporate Finance Branch from April 1990 
to June 1991 to assist in various policy initiatives. In 1994, she acted as a 
consultant to the Financial Services Policy Branch of the Ontario Ministry 
of Finance. (Ms. McNee was appointed Chair effective February 11, 2000.) 


Bruce Neville 

Mr. Neville is a principal of Nexus Actuarial Consultants where he spe- 
cializes in consulting to governments, their agencies and associations on 
the financing of workers’ compensation. Mr. Neville served on the board 
of Credit Union Central of Ontario from 1988 to 1991. He also has served 
on the board of WCB Credit Union since 1982. 


Heather Nicol 

Ms. Nicol is the Chief Financial Officer of Chapters Online Inc., Canada’s 
leading on-line retailer. She has worked in finance for over ten years as an 
investment banker for major North American firms as well as a special 
advisor to a leading Canadian corporation. She is involved in community 


activities and charitable organizations. 


Jim Poirier 

Mr. Poirier assumed the position of Bishop of Canada for the Reorgan- 
ized Church of Jesus Christ of Latter Day Saints in July 1996. Prior to his 
affiliation with the Church, Jim worked in credit union management and 
was the Executive Vice President, Retail Financial Services Development 
at Credit Union Central of Canada (the national trade association for credit 


unions). 


Alan Ross, FCA 

Mr. Ross held senior positions in the Federal Public Service and retired as 
Senior Assistant Deputy Minister of the Supply and Services Department. 
He served on the Council of the Institute of Chartered Accountants of 
Ontario. He is a Past President of the Civil Service Co-operative Society 
and a Past President of the Financial Management Institute. He has been 
actively involved in community affairs including Deputy Reeve, March 


Township and President of the Kanata Community Association. 


Sub-Committees of 
the Board as of December 31, 1999) 


Audit and Finance Committee 
The committee reviews recommenda- 
tions made by the external auditors 
and Ministry of Finance examiners re- 
garding internal controls and proce- 
dures and ensures that appropriate ac- 
tion is taken. The committee also 
reviews the monthly and audited fi- 
nancial statements of the Corporation 
with a view to making required rec- 
ommendations to the board. 

¢ David A. Lemmon, Chair 

¢ Heather Nicol 

¢ Margaret C. McNee 

¢ J. Bernard Marcil 

¢ Shane A. Kelford, ex-officio 


Corporate Policy Committee 
This committee reviews and makes 
recommendations to the board on cor- 
porate policy issues, bylaws and poli- 
cies. The committee also acts as a co- 
ordinator of the board for special 
projects such as corporate strategic 
planning. 

¢ Shane A. Kelford, Chair 

¢ Jim Poirier 

¢ David A. Lemmon 

¢ Alan Ross 


Human Resources Committee 
This committee reviews and makes 
recommendations to the board on 
policies relating to the Corporation’s 
human resoutces plans, compensation, 
employee benefits and related matters. 
¢ Jim Poirier, Chair 

¢ Réal Bérubé 

¢ Beth Atcheson 

¢ Shane A. Kelford, ex-officio 


Risk Management Committee 
This committee reviews the Corpora- 
tion's deposit insurance risk exposure 
report and makes recommendations to 
the board regarding risk assessment 
and risk management policies, pro- 
grams and guidelines. 

¢ Alan Ross, Chair 

* Bruce Neville 

° J. Bernard Marcil 

¢ Shane A. Kelford, ex-officio 
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EXECUTIVE TEAM 

From left to right - Front row: 
Yasmin Khoja, Executive Assistant, 
C.William D. Foster, Vice President, 
Asset Management and Recoveries, 
Robert Charbonneau, Vice President, 
Insurance; Back row: Barry Brydges, 
Vice President, Stabilization Services, 
James Maxwell, Chief Administrative 


Focus on 1999 - Highlights of our work 


1999 Loss Experience 








During 1999 the Deposit Insurance 
Corporation of Ontario (DICO) met or 


- exceeded its goals in relation to achiev- 


ing its key long term strategic objectives 
as outlined in our Corporate Plan. These 
results were achieved against a back- 
ground of continuing rapid change and 
consolidation in the credit union and 
caisse populaire system in Ontario. Eco- 
nomic conditions were favourable 
throughout 1999 and this contributed to 
the improved risk profile of the system. 


Eliminating the deficit by 2001 


DICO’s primary financial priority is to 
eliminate the deficit in our deposit in- 
surance reserve fund. At the end of 
1999, the accumulated deficit was $7.7 
million compared to our target of $16.4 


million. The reduction of $23.5 million, compared to the 1998 year end defi- 
cit, was due primarily to lower than expected insurance losses, and recoveries 
on losses previously recorded. Consequently, DICO expects to eliminate the 
deficit by June 2000. 


Our gross insurance losses in 1999 amounted to $1.5 million. These losses 
were related to the deterioration in the financial condition of two member 


and Financial Officer, Andrew Poprawa, ‘fstitutions and their subsequent administration by DICO. Net insurance re- 


President & CEO 


coveries of $5.5 million reflected recoveries of $6.5 million on losses previ- 


ously incurred and a reduction in the general provision for loss of $.5 million. 


Missing from picture: John Burgman, 
Chief Information Officer 


DICO’s 1999 Report Card 


Effective Premium Rate 

Deficit at December 31, 1999 

New Insurance Losses in 1999 

Recoveries on Previous Losses 

Investments (Borrowings) 

Recoveries on Assets of Dissolved Institutions 
On-site Verifications - number 

On-Site verifications - cost 

Total Gross Operating Expenses 

Total Net Operating Expenses 
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Target 


$2.10 per thousand 


$16.4 Million 
$4 Million 
$(8.2) Million 
$2.7 Million 
7 

$1.25 Million 
$7.5 Million 
$6.7 Million 


Premiums 


As indicated in the Chair’s remarks, 
in 1999 the Board of Directors of 
DICO approved a 7.7% premium 


i rebate reducing the effective pre- 
$1.94 pet thousand  mium rate from $2.10 per thou- 
$7.7 Million sand of deposits to $1.94 per 
$1.5 Million thousand. With the premium re- 
= bate, the total 1999 premiums paid 
oo b ber institutions were 
y member ins 
$4.2 Million $23.98 million compared to $24.39 
$6.6 Million million in 1998 and $25.93 million 
156 in 1997. 
$1.25 Million In consultation with system repre- 
$7.2 Million sentatives, DICO has developed a 
$5.9 Million draft risk based differential pre- 


mium system. This proposal will 


+ 





How $2.10 premium was 
spent in 1999 
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be circulated widely to all stakeholders for comment in early 2000. The feed- 
back received will be used to fine-tune the program prior to its scheduled im- 
plementation in January 2001. 


Financial Support 


Based upon DICO’s commitment to its Corporate Plan, the provincial gov- 
ernment has continued its support of DICO through a loan guarantee. DICO 
pays a guarantee fee of one half of one per cent of the outstanding balance of 
any borrowings to the government. At the end of the year, DICO had no 
borrowings. Investments, comprised of low risk securities, amounted to $4.2 
million. 


Proactively assess insurance risk 
System Performance and Condition 


System performance throughout 1999 was impacted by a number of factors 
including a strong provincial economy, stable interest rates, increased competi- 
tion and preparations for the advent of the year 2000. The strong economy 
and stable interest rates impacted positively on the system’s loan delinquency 
and loan loss results. However, increased competition, particularly in the areas 
of residential mortgage lending and personal loans further squeezed financial 
margins and put pressure on operating costs. Preparations for Y2K and other 
technology related expenses also dampened earnings. System return on assets 
(ROA) for 1999 was 46 basis points compared to 55 bp the year prior. 


The Ontario system now ranks amongst the best-capitalized provincial sys- 
tems in the country. As at December 31, 1999 aggregate system capital reached 
6.64 per cent, up from 6.56 per cent at the end of 1998. 


During 1999, system assets reached an all time high of $14.4 billion. On bal- 
ance sheet assets grew by nearly 5% during the year. The growth in system 
assets was attained against a backdrop of continued consolidation. The number 
of member institutions in Ontario declined from 378 to 343 as the trend of 
mergers and acquisitions within the system was sustained. Many of these merg- 
ers were between larger and financially strong institutions forming regional 
credit unions or caisses populaires. 


At the end of 1999, nine member institutions were still making progress to- 
wards achieving full compliance with the minimum capital requirements com- 
pared to 16 the year before. Of these, five were under the administration and 
four under the supervision of DICO. 


Standards of Sound Business and Financial Practices 


DICO’s Standards of Sound Business and Financial Practices (DICO Bylaw 
#5) are a key element of our risk assessment and management strategies. Mem- 
ber institutions that comply with these standards will significantly reduce the 
likelihood of problems and resulting intervention by DICO or FSCO. Our 
analysis of the Member Institution Self Assessment Report (MISAR) filings 
and the results of on-site inspections gives us assurances that most institutions 
are taking the steps necessary to comply with these standards. Those that have 
not, have been placed on the Watchlist or under Supervision. 
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From left to right - Front row: 
Vera Barr, John Burgman, Liliana 
Atanassova 

Back row: Hanif Sohani, Andy 
Rechtshaffen, Bob Piric, Robert 
Blair, Danny Pianezza 
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In early 1999, DICO published a “Reference Manual’, to assist directors’ and 
managers’ understanding of the various components of the standards. The 
Manual 1s available on our website. 


Risk Assessment and Monitoring 

During 1999 DICO continued to refine and test its risk rating methodology. 
This methodology based on CAMEL (Capital, Asset Quality, Management, 
Earnings, Asset/Liability) system, is being used to provide a consistent method 
to measure and quantify risk. Risk rating helps DICO to identify higher risk 
situations and allocate appropriate resources to manage risk to the fund. This 
methodology will be used as the basis for the risk based premium system. 


DICO introduced a new “Member Institution Return” (MIR) and a new “An- 
nual Member Institution Return” (AMIR) during the year. These new returns 
consolidate and streamline the reports required by both FSCO and DICO and 
will provide more relevant information for risk analysis and monitoring pur- 
poses. With this new information, DICO has developed a new “Director’s 
Benchmarking Report” designed to provide directors and management of 
member institutions better comparative information about the condition and 
performance of their institutions. In 2000, DICO plans to introduce an elec- 
tronic filing system to make it easier to file MIRs and AMIRs electronically. 


On-Site Verification (OSV) 

DICO completed 156 on-site inspections in 1999. We continued to expand 
this process by broadening the scope of the on-site work performed. As a 
result of the agreement reached with FSCO, DICO now manages this single 
process for the benefit of both organizations so as to avoid duplication, over- 
lap and costs to the system. 


The results of the process over the past three years are encouraging. There has 
been a significant improvement in the credit, investment, asset/liability and 
general management processes of member institutions. DICO continues to 
contract out all OSVs to Credit Union Central of Ontario and professional 
firms to minimize the costs of the program and to build expertise in the system. 


Manage Insurance Risk 

To effectively manage the potential risk of losses to the de- 
posit insurance reserve fund, the Corporation has developed 
the following programs: Watchlist, Supervision, Administra- 
tion, and Dissolutions. 


Watchlist 


Early involvement with member institutions that exhibit a 
higher risk profile minimizes the likelihood and cost of in- 
surance losses in the future. The Watchlist was established 
to identify and assist member institutions in formulating ac- 
tion plans to resolve exceptional risks such as non-compli- 
ance with standards of sound business and financial practices. 
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STABILIZATION SERVICES STAFF 
From left to right - Front row: 

John Hutton, Alana McLeary, Tony 
D’Errico 

Back row: Lori Ingram, Barry Brydges, 
Leslie Fraser 


Available on 
DICO’s secure 
Web site: 


* Users Guide for 
the Director's 
Benchmarking Report 
* Corporate Plan 
¢ Reference Manual 
DICO By-laws 
SBFP Tools 
¢ Reporting 


¢ Legislation 


¢ System Outlook 
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= The number of institutions on the Watchlist has grown over 
the past year because of the significant expansion of the in- 
tervention criteria. During 1999, DICO worked with the 
boards of 57 member institutions on the Watchlist with total 
assets of $1 billion. As a result, 23 member institutions were 
successful in resolving their problems and no formal inter- 
vention was required. At the end of the year, 34 institutions 
remained on the Watchlist. 


Supervision 


Member institutions, which meet certain risk based criteria, 
_ may be placed under Supervision. In consultation with the 

Stabilization Advisory Committee, minimum capital and other 
" intervention criteria for supervision for all credit unions and 
caisses populaires have been established. By June 1, 2000 the minimum inter- 
vention capital criteria for Supervision will be at the same level as the regula- 
tory minimum capital level of 5% on a leverage basis. For the first time a 
member institution not meeting the legislated minimum capital level will be 
subject to Supervision. The Ontario system should take great pride in achiev- 
ing this high standard of prudent oversight. 


At the end of 1999, seven member institutions with assets of $223 million 
were under Supervision. During 1999, the supervision program was success- 
ful in ensuring that 10 member institutions were either fully recapitalized or 
that the causes which led to them to being placed under supervision were 
resolved. 


Administration 


In high risk situations, DICO has the authority to place a failed or failing 
member institution under administration based on specific published criteria. 
This allows the member institution to continue its operations so that the Cor- 
poration can develop and implement the most appropriate resolution strategy 
while minimizing loss to the fund. During 1999, five member institutions were 
under administration - up from four in the prior year. DICO’s board has ap- 
proved specific resolution strategies to either recapitalize through earnings or 
capital issues, find appropriate merger partners or to wind up the affairs of 
these member institutions. The net equity of credit unions/caisses populaires 
under administration increased by approximately $1.5 million over the year, 
which reduced exposure to the insurance fund. By the end of 1999, all mem- 
ber institutions under administration were recording operating profits. 


Dissolutions 


In most instances where a member institution has ceased operations, the Cor- 
poration is appointed liquidator of the estate. The main purpose is to maxi- 
mize the recovery of assets. At the end of 1999, DICO was managing the 
affairs of 31 of these institutions, paying member deposits and collecting on a 
portfolio of impaired loans. During the year, DICO recovered $6.6 million in 
assets and completed the final liquidations for 19 member institutions. In some 
cases these recoveries may involve taking legal action by credit unions and 
caisses populaires under administration or in liquidation against third parties. 
At the end of 1999, a number of legal actions to recover losses were in progress. 
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Maintain collaborative relationships with our stakeholders 


DICO continues to place a high degree of importance on effective communi- 
cation with its stakeholders. Our advisory committees play a significant role in 
helping the Corporation to develop its stabilization programs, standards of 
Sound Business and Financial Practices and related implementation tools. DICO 
is grateful to the members of these committees who volunteer their time and 
energy for the benefit of the system. 


DICO’s bilingual Internet web site continues to be enhanced on a regular ba- 
sis. A special members’ only section of the website provides easy and confi- 
dential access by all member institutions to system releases and other pertinent 
information. 


DICO also participates in a number of other activities for the benefit of the 
co-operative movement in Canada and internationally. During 1999, we hosted 
a number of delegations from other countries such as Ukraine, the Philippines 
and Poland. We also participate in the Credit Union/Caisse Populaire Stabili- 
zation Funds of Canada Association. The objective of this organization is to 
share information between deposit protection agencies and enhance harmoni- 
zation of standards across the country. DICO is pleased to have the opportu- 
nity to Chair this Association in 2000. 


Working with the Financial Services Commission of Ontario (FSCO) 


DICO recognizes that a close working relationship with the system’s regulator 
will enhance the effectiveness and efficiency of the depositor protection proc- 
ess. FSCO and DICO work together closely to co-ordinate activities and mini- 
mize the burden and cost to the system. Our revised letter of understanding 
(1999) calls for DICO to provide FSCO access to its integrated monitoring 
systems including OSV reports at no cost to FSCO. 


Effective and Efficient Management 


During the past year DICO continued to look at ways to enhance its effective- 
ness and efficiency and to provide better value to stakeholders. Gross operat- 
ing expenses were 4.1% below budget while net expenses (net of expense 
recoveries) were lower than budget by 11.8%. Like other organizations, DICO 
spent considerable resources to ensure that its technology platform and other 
business process were Year 2000 compliant. 


Outlook for 2000 

Deficit Reduction and Insurance Reserve Fund 

DICO anticipates that the accumulated deficit will be eliminated by June 2000. 
Once the deficit is eliminated, the Corporation will be building a reserve fund 
in accordance with the timetable as set out in its Corporate Plan. 


Risk Exposure 


The prospect for the Ontario economy for 2000 is a growth rate in the 3.7% 
range. This strong continued rate of economic expansion will likely provide a 
stable environment for the Ontario credit union and caisse populaire system. 
We anticipate further consolidation within the system combined with contin- 
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ued vigilant risk assessment and management should contain losses to the in- 
surance fund within our forecasted maximum of $3 million. 


Premium Levels and Risk Based Premium System 


Premium levels for 2000 will remain at $2.10 per thousand of deposits. How- 
ever, they will be applied on an insured deposit base for the first time. As a 
result, aggregate premium expense to the system will decrease by between five 
and seven percent. As in the past, DICO will consider an insurance premium 
rebate after the end of the year if the insurance losses are below the budget of 
$3 million. During 2000, DICO will also citculate to stakeholders for com- 
ments a proposal for a differential premium system based on the existing 
CAMEL tisk rating methodology. This new system will be scheduled for im- 
plementation in 2001. 


Our Commitment 

DICO, its Board and staff are committed to providing protection, security and 
stability to the credit union and caisse populaire system for the benefit of all its 
members. We look forward to 2000 as another year which will provide many 
opportunities to demonstrate our commitment. 


Andrew Poprawa, CA 
President ¢ CEO 
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Management's Responsibility 


The Deposit Insurance Corporation of Ontario's man- 
agement is responsible for the integrity and fair pres- 
entation of the financial statements included in the 
annual report. The financial statements have been pre- 
pared in accordance with Canadian generally accepted 


accounting principles. 


The Corporation maintains systems of internal ac- 
counting controls of high quality consistent with rea- 
sonable cost. Such systems are designed to provide 
reasonable assurance that the financial information is 
accurate and reliable and that company assets and li- 
abilities are adequately accounted for and assets safe- 


guarded. 


The financial statements have been reviewed by the 
Corporation's Audit and Finance Committee and have 
been approved by its Board of Directors. In addition, 
the financial statements have been examined by 


KPMG LLP, the auditors, whose report follows. 


Andrew Poprawa, CA 
President ¢ CEO 


James Maxwell 
Chief Administrative 
and Financial Officer 


Toronto, Canada 
January 24, 2000 
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Auditors' Report 


Mic. 


KPMG LLp 








To the Board of Directors of 


Deposit Insurance Corporation of Ontario 


We have audited the Statement of Financial Position of 
Deposit Insurance Corporation of Ontario as at Decem- 
ber 31, 1999 and the Statement of Operations and Changes 
in the Deficiency of the Deposit Insurance Fund and the 
Statement of Cash Flows for the year then ended. These 
financial statements are the responsibility of the Corpora- 
tion’s management. Our responsibility is to express an opin- 


ion on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian gen- 
erally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclo- 
sures in the financial statements. An audit also includes 
assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the 


overall financial statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the Corpo- 
tation as at December 31, 1999 and the results of its op- 
erations and cash flows for the year then ended in 
accordance with Canadian generally accepted accounting 


principles. 


KPT 6 LLP 


Chartered Accountants 
Toronto, Canada 
January 24, 2000 


Deposit Insurance Corporation of Ontario 


| Statement of Financial POSItION December 31, 1999, with comparative figures for 1998 (in thousands of dollars) 








1999 1998 
ASSETS 
Cash $7338 $ = 
Investments (note 4) 4,181 . 
Accounts and interest receivable 452 148 
Deposit insurance advances recoverable 5,639 4,418 
Loan receivable - fi 
Real estate held for resale - 1,000 
Capital assets 
(net of accumulated amortization 
of $2,681 (1998 - $2,452)) 359 495 
$ 10,669 b Sa epd Rew 
LIABILITIES 
Borrowings (note 5) $ - $16,747 
Payables and accruals 1,829 1.367 
Premium rebate payable (note 6) 1979 |e. 
Accrual for deposit insurance losses 
(note 7) 14,541 18,037 
Total Liabilities 18,349 37,510 
Deficiency of the Deposit 
Insurance Fund 7,680 91,238 
$ 10,669 SOsio2 


Contingencies (note 13) 


See accompanying notes to financial statements. 


On behalf of the Board: 


St al 


a ea 


Director 





Director 





14 Deposit Insurance Corporation of Ontario 


1999 ANNUAL REPORT 


Deposit Insurance Corporation of Ontario 
Statement of Operations and Changes in the Deficiency of the 
Deposit Insurance Fund Vear ended December 31, 1999, with comparative figures for 1998 (in thousands of dollars) 


INCOME 


Premium income 
Less: Premium rebate (note 6) 
Other income 


EXPENSES 


Recovery of losses (note 7) 

Salaries and benefits 

Future non-pension post-retirement 
benefits expense (note 11) 

Interest expense 

Operating expense 


Recovery of expenses 


Excess of income over expenses 


Deficiency of the Deposit Insurance 


Fund, beginning of year 
As previously reported 
Change in accounting policy for 


future non-pension post-retirement 


benefits (note 3) 


As restated 


Deficiency of the Deposit Insurance 


Fund, end of year 


1994 


$25,959 
(1,979) 
537 


24,517 


(5,535) 
4,118 


69 

83 
3,008 
(1,253) 


490 
24,027 
31,238 


469 
S17 07 


$ 7,680 


See accompanying notes to financial statements. 


1998 


$25,604 
(1,219) 
564 


24,949 


(1,285) 
3,975 


612 
3,609 


(952) 
5,959 


18,990 


50,228 


50,228 


$31,238 


Deposit Insurance Corporation of Ontario 














Cash received from (applied to): 


Operations: 

Excess of income over expenses 

Items charged to operations not affecting cash 
Recovery of losses 
(Gain) /Loss on disposal of capital assets 
Amortization 
Write down of real estate held for resale 
Gain on sale of real estate held for resale 


Changes in: 
Accounts and interest receivable 
Loan receivable 
Payables and accruals 


Net deposit insurance recoveries 
(claims) (note 7) 


Investing activities: 
Proceeds on sale of real estate held for resale 
Purchase of capital assets 


Proceeds on sale of capital assets 


Increase in cash position 


Cash position, beginning of year 


Cash position, end of year 


Supplementary cash flow information: 
Interest paid during the year 


1999 


$ 24,027 
(5,535) 
(5) 

243 


(107) 


18,623 


(4) 
71 
753 


820 


1,005 


21,266 


(16,747) 


$ 4,519 


$ 72 


- Statement of Cash FIOWS year ended December 31, 1999, with comparative figures for 1998 (in thousands of dollars) 


1998 


18,012 


(30) 
50 
1,126 


1,146 


(11,369) 


ee 


G07) 
2 


(305) 


7,684 


(24,431) 


$ (16,747) 


% 579 


Cash position is defined as cash and short-term investments less any 


borrowings. 


See accompanying notes to financial statements. 
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Notes to Financial Statements, 


General 

Deposit Insurance Corporation of Ontario is a Schedule 
III Provincial Crown Corporation without share capital es- 
tablished under the provisions of the Credit Unions and 
Caisses Populaires Act. 


The statutory objects of the Corporation under the Act are to : 

* provide deposit insurance to depositors of member in- 
stitutions 

* actas stabilization authority for the credit union and caisse 
populaire system 

* promote standards of sound business practices 

* collect and publish statistics 

* provide financial assistance to member institutions 

* act as administrator of member institutions 

* minimize deposit insurance risk and size of claims 


The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for in- 
surance funding and administrative costs. The Corporation 
establishes its premium levy annually. The established pre- 
mium levy is submitted to the Government of Ontario for 
review and incorporation into the regulations through ap- 
propriate amendments as necessary. 


1. Going concern assumption: 

These financial statements have been prepared on the go- 
ing concern basis, which assumes that assets will be realized 
and liabilities and obligations will be discharged in the nor- 
mal course of business. The application of the going con- 
cern concept is dependent upon the Corporation’s ability to 
obtain sufficient additional financial resources to meet its 
liabilities. The Corporation’s borrowings are guaranteed by 
the Minister’s guarantee on behalf of the Province of On- 
tario. The guarantee is for a maximum of $75 million and 
expires December 31, 2001. The Province of Ontario 
charges guarantee fees based on one-half of one per cent 
of the average end of day balance outstanding of any debt 
obligation subject to the Minister’s guarantee. 


2. Summary of Significant Accounting 
Policies: 

These financial statements have been prepared in accord- 

ance with Canadian generally accepted accounting princi- 

ples. These financial statements do not reflect the assets, 

liabilities or operations of credit unions or caisses popu- 

laires where the Corporation has been appointed liquidator. 


(a) Premium income: 
Premiums are based on total deposits held by member in- 
stitutions. Premium income is recognized when earned. 


(b) Provision for losses: 

The provision for losses includes allowances against deposit 
insurance advances and an accrual for losses for which ad- 
vances have not been made at the date of the Statement of 
Financial Position. 
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Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Deposit in- 
surance advances recoverable are presented on the Statement 
of Financial Position net of allowances thereon. 


The accrual for deposit insurance losses includes both provi- 
sions for specific losses and a general provision for losses. 


Specific provisions for losses in respect of insured deposits are 
estimated by management and recorded at the time that mem- 
ber institutions are known to have become insolvent or when other 
conditions exist that will likely result in losses to the Corporation. 


The general provision for losses reflects management’s best es- 
timate of losses on insured deposits arising from the inherent 
risk in the credit union/caisse populaire system. The provision 
is established by assessing the aggregate risk in member institu- 
tions based on current market and economic conditions, the 
likelihood of losses and the application of historic loss experi- 
ence. Future economic conditions are not predictable with cer- 
tainty and actual losses may vary, perhaps substantially, from 
management’s estimates. 


(c) Pension benefits: 

The Corporation has a defined contribution pension plan cov- 
ering all of its employees. Earnings are charged with the cost of 
pension benefits earned by employees as service is rendered. 
Pension expense is determined by a fixed percentage of the 
employees’ income plus the matching of the employees’ contri- 
bution to a maximum of 4%. The Corporation assumes no ac- 
tuarial or investment risk. 


(d) Future non-pension post-retirement benefits: 

Future non-pension post-retirement benefits relate to the Cor- 
poration’s extended health, dental and life benefits for both ac- 
tive employees for whom a full eligibility date was determined 
and existing qualified retirees. Commencing in 1999 (note 3), 
the Corporation accrues obligations under these plans as the 
employees render the service necessary to earn the future ben- 
efits. The cost of these future non-pension post-retirement ben- 
efits earned by employees is actuarially determined. Accruals 
for these costs represent discounted future expenditures for 
existing retirees and discounted future expenditures during the 
period of active employment for current employees to an ex- 
pected retirement date. 


(e) Investments: 

Investments comprise short-term fixed income instruments and 
are recotded at amortized cost. The discounts are amortized on 
a straight line basis over the terms of the instruments. 


(f) Capital assets: 

These are recorded at cost. Amortization of furniture and equip- 
ment is provided by the diminishing-balance method at the rate 
of 20 per cent per annum. Computer and related equipment 
and software are amortized over three years on a straight-line 
basis. Leasehold improvements are amortized on a straight-line 
basis over the term of the lease. 


iis 
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(g) Leases: 

Leases are classified as either capital or operating. A lease 
which transfers substantially all the benefits and risks inci- 
dental to ownership of property is accounted for as if it 
were an acquisition of an asset and the incurrence of an 
obligation at the inception of the lease. All other leases are 
accounted for as operating leases wherein rental payments 
are charged to earnings as incurred. 


3. Change in accounting policy: 

Effective January 1, 1999 the Corporation adopted the ac- 
counting recommendations in Canadian Institute of Char- 
tered Accountants Handbook Section 3461, Employee Future 
Benefits. 


In previous years, the Corporation accounted for costs of 
its future non-pension post-retirement benefit plans on a 
pay-as-you-go basis. Under Section 3461, these costs are 
required to be accrued over the periods in which the em- 
ployees render services in return for the benefits. The cu- 
mulative effect of this accounting policy change as of Janu- 
ary 1, 1999, is an increase in accrued liabilities of $469,000 
and an increase in deficiency of the deposit insurance fund 
of $469,000. 


The change in accounting policy, as noted above, has been 
reported separately in the Statement of Operations and 
Changes in the Deficiency of the Deposit Insurance Fund 
as an adjustment to the opening balance of the Deficiency 
of the Deposit Insurance Fund for the year ended Decem- 
ber 31, 1999. 


4. Investments: 

The Investment in Bankers Acceptance, which matures on 
January 24, 2000, has a carrying value of $4,181,000 and a 
maturity value of $4,200,000. 


5. Borrowings: 
The Corporation has obtained revolving credit facilities, 
approved by the Ontario Financing Authority, which ad- 
ministers the Minister’s guarantee, as follows: 
Maximum Credit Outstanding 
Available as at Dec. 31,1999 


effective Dec. 21,1999) 
thousands) 


Canadian Chartered Bank 
(at Bankers’ Acceptances 

rates plus 14 basis points) 

(at Bankers’Acceptances 

rates plus 28 basis points) 
Credit Union Central 

of Ontario 

(at Bankers’Acceptances 

rates plus 14 basis points) 


$20,000 (expiring Dec. 19, 2000) 


$30,000 (expiring April 30,2000) 


$10,000 (expiring Dec. 19, 2000) Nil 


The borrowings are guaranteed by the Minister’s guarantee 
on behalf of the Province of Ontario. 
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6. Premium rebate payable: 

The Corporation’s board has approved a premium rebate of 
$1,979,000 as a result of better than expected loss experience in 
1999 (1998 - $1,219,000). The rebate is payable in the first quar- 
ter of the year 2000. 


7. Accrual for deposit insurance losses: 

The provision for losses includes specific provisions for known 
ot likely losses from specific member institutions and a general 
provision for losses not identified with specific institutions. That 
portion of the provision for losses recorded in the year and in 
previous years which has not yet required payment by the Cor- 
poration is shown in liabilities on the Statement of Financial 
Position as accrual for deposit insurance losses. 


1999 1998 
(thousands) 
Accrual for deposit insurance losses, 
beginning of year $ 18,037 $20 17 
Changes in respect of member 
institutions where a loss was 
identified in the current year : 
- Increase in Accrual for 
deposit insurance losses 1,500 600 
Changes in respect of member 
institutions where a loss was 
identified in prior years: 
- Increase in deposit insurance 
advances recoverable 1,224 3,514 
- Decrease in Accrual for 
deposit insurance losses (6,535) (1,885) 
Change in general provision 
for losses (500) - 
13,723 29,406 
Net deposit insurance recoveries (claims) 818 (11,369) 
Accrual for deposit insurance losses, 
end of yeat $ 14,541 $ 18,037 


The general provision for losses included in the accrual for de- 
posit insurance losses amounted to $3,500,000 (1998 - 
$4,000,000). 


The Corporation has provided deficiency coverage agreements 
to two credit unions to facilitate the merger of one credit union 
and the sale of assets of another. These agreements provide 
protection to the acquiring credit unions in the event that a 
portion of the principal and income on certain commercial and 
retail loans is at risk. These amounts are fully provided in the 
accrual for deposit insurance losses. The coverage is in force on 
a diminishing basis for four years from the date of the agree- 
ment. A fee of one per cent per annum on the diminishing 
balance is payable by these credit unions to cover the cost of 
administering the agreements. 


8. Lease Commitments: 
The operating lease for the Corporation’s premises is for the 
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term commencing January 1, 1998 and ending August 5, 
2007. The future minimum rent is $123,000 for years one 
to five and $140,000 for years six to ten. In addition, the 
Corporation is required to pay property taxes and common 
atea maintenance costs. 


9. Income Taxes: 

The Corporation is subject to income taxes under the In- 
come Tax Act. It has accumulated losses for income tax 
purposes of $48,676,000. They expire as follows: 


Originating Expiring Amount 
Taxation Year Taxation Year (thousands) 
1993 2000 $7,178 
1994 2001 6,619 
i> 2002 6,987 
1996 2003 7,566 
1997 2004 7,449 
1998 2005 6,885 
1999 2006 S292 
$48,676 


Potential tax benefits resulting from these business losses 
have not been recognized in the financial statements. 


10. Pension Plan: 

In January 1999, the Corporation substantially collapsed the 
defined benefit pension plan and transferred the applicable 
past service actuarial values as at December 31,1998 to a 
defined contribution plan as elected by all its then current 
employees. All past service costs have been accounted for 
on the plan revision. The Corporation’s pension expense 
charged to income for 1999 was $321,000. Pension expense 
for 1998 under the prior defined benefit plan was $179,000. 


11. Future non-pension post-retirement 
benefits: 

In accordance with the recommendations of CICA Hand- 
book Section 3461, Employee Future Benefits, the Corporation 
has provided immediate recognition of the current value 
of future non-pension post-retirement benefits (refer note 
3). The accrued obligation as at December 31, 1999, as 
actuarially determined, is $538,000. Current service costs, 
including interest, were $69,000. Future service costs, in- 
cluding interest, are expected to be approximately $69,000 
per annum. These costs are subject to actuarial re-evalua- 
tion resulting from emerging experience gains and losses. 


The assumptions used in the actuarial valuation of the fu- 
ture benefits obligations consisted of: interest rate of 7.25%, 
rate of compensation increase of 4.5%, annual rate of in- 
crease in dental costs of 4.5% and annual rate of increase 
in medical cost of 8%, grading down to 4.5% per annum 
over 5 years. 


12. Directors’ Expense: 
During the year the directors received an aggregate remu- 
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neration of $93,000 (1998 - $96,000). Total directors’ expense 
was $69,000 (1998 - $51,000). 


13. Contingencies: 

The Corporation is subject to various legal actions brought 
against it in the normal course of business, when acting in the 
capacity of administrator or liquidator. It is the view of the 
Corporation’s management that these actions will be success- 
fully defended. Accordingly, no provisions have been made in 
these financial statements. 


14. Fair Value Disclosure: 

The fair value of financial assets and liabilities which include 
cash, investment, accounts and interest receivable, loan receiv- 
able, borrowings, payables and accruals, and premium rebate 
payable approximate their carrying amounts. 


The fair value of deposit insurance advances recoverable and 
the accrual for deposit insurance losses have not been deter- 
mined because it is not practicable to determine fair value with 
sufficient reliability. 


15. Compensation: 
The following information is furnished in compliance with the 
Public Sector Salary Disclosure Act, 1996. 








Employee Position held Compensation Taxable 
Benefits 

Brydges, Barry Vice President 

Stab. Services $121,100 $ 8,605 
Chatbonneau, Robert Vice President 

Insurance $113,223 $ 8,112 
Foster, C.William D. Vice President 

Asset Management 

& Recoveries $130,785 $ 9,061 
Kingston, Tom Director 

Administration $113,131 $ 6,844 
Maxwell, James Chief Administrative 

& Financial Officer 

Corporate Resources $112,161 $ 9,510 
Poprawa, Andrew President and CEO $172,812 $15,994 


16. Year 2000 Issue: 

The Year 2000 Issue arises because many computerized sys- 
tems use two digits rather than four to identify a year. Date- 
sensitive systems may recognize the year 2000 as 1900 or some 
other date, resulting in errors when information using year 2000 
dates is processed. In addition, similar problems may arise in 
some systems which use certain dates in 1999 to represent some- 
thing other than a date. Although the change in date has occurred, 
it is not possible to conclude that all aspects of the Year 2000 
Issue that may affect the entity, including those related to custom- 
ets, suppliers, or other third parties, have been fully resolved. 


17. Comparative figures: 
Certain comparative figures for 1998 have been restated to con- 
form with the financial statement presentation adopted for 1999. 
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Corporation’s Report on Liquidations 


It is the responsibility of the liquidator of a member 
institution to maximize the recovery of the assets of 
the member institution in dissolution for the benefit 
of all creditors. The Deposit Insurance Corporation 
of Ontario (DICO) is usually the largest unsecured 
creditor of a dissolved member institution. In this 
regatd, DICO has a direct interest in ensuring that 
the liquidator’s duties and responsibilities are man- 
aged in an efficient, cost effective manner. DICO, in 
its capacity as liquidator, employs internal resources 
for the purpose of collecting, monitoring and realiz- 
ing on the assets of member institutions in liquidation. 


As the largest unsecured creditor in most instances, 
DICO can best manage its losses by directly control- 
ling the liquidation process. Through direct control 
and management, DICO can also protect neighbour- 
ing member institutions from any potential loss of 
confidence. 


Under the Credit Unions and Caisses Populaires Act, 
1994, the liquidator is required to prepare a statement 
of affairs at the date of liquidation. It is DICO’s prac- 
tice as liquidator to commission independent account- 
ants to prepare such statements of affairs. To minimize 
liquidation costs and avoid any potential delay in con- 
ducting the liquidation, DICO does not require that 
these statements of affairs be audited. Consequently, 
in the absence of opening audited financial informa- 
tion, the liquidator’s auditors, KPMG LLP qualify their 
report on the results of DICO’s activities as liquidator. 


During the year, DICO as liquidator took possession 
and control of no new member institutions. 


In 1999, DICO in its capacity as liquidator recovered 
$6.6 million from the liquidation of assets and paid 
creditors’ claims totalling $7.8 million. In certain cases, 
assets are sold on a going concern basis to another 
member institution for which payment is made by the 
assumption of an equal value of depositor claims. 


In most cases, when member institutions are put into 
liquidation, the carrying value of assets has deterio- 
rated to the point where regulatory capital and sur- 
plus requirements can no longer be met. To date, in 
most liquidations managed by DICO, the member in- 
stitution reported a deficit at the time of liquidation. 
A deficit occurs when reported assets are insufficient 
to satisfy all deposits and other liabilities and member 
shares. DICO paid insured depositors on behalf of 
the liquidating member institution and established a 


provision for deposit insurance losses to reflect the 
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anticipated loss. We are pleased to advise that, in a number 
of instances, DICO’s asset realizations have exceeded ex- 
pectations. This has permitted DICO to either reduce or 
eliminate its loss provision for the associated member in- 
stitution. Additionally, since 1997, DICO has paid divi- 
dends to members of 9 liquidated member institutions. 
These dividends represent surplus funds from recoveries 
after the payment of all deposits, other liabilities, liquida- 
tor fees and costs. 


As at December 31, 1999, the book value of the com- 
bined assets remaining to be liquidated totalled $17.9 mil- 
lion. The vast majority of these assets represent impaired 
loans. Accordingly, the estimated recoveries on these as- 
sets will be significantly below the amounts recorded. 
Management’s best estimate of these future recoveries is 


$5.8 million. 
C.W.D. Foster 


Andrew Poprawa, CA 
President and Chief Executive Officer Vice President, 
Asset Management 


and Recoveries 


Toronto, Canada 
January 24, 2000 


Auditor’s Report 


KPMG LLP 


To the Board of Directors of Deposit Insurance 
Corporation of Ontario 


We have audited the statement of combined assets and 
creditors’ claims as at December 31, 1999 under the con- 
trol of Deposit Insurance Corporation of Ontario as lig- 
uidator and the statement of changes in combined assets 
and creditors’ claims for the year then ended. These finan- 
cial statements are the responsibility of the Corporation’s 
management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


Except as explained in the following paragraph, we con- 
ducted our audit in accordance with Canadian generally 
accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assur- 
ance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test ba- 


sis, evidence supporting the amounts and disclosures in 
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. Deposit Insurance Corporation of Ontario as Liquidator 


statement of Combined Assets and Creditors’ Claims under the Control 
of the Corporation as Liquidator, pecember 31, 1999, with comparative figures for 1998 (in thousands of dollars) 


Auditor’s Report 


the financial statements. An au- 
dit also includes assessing the ac- 
counting principles used and 
significant estimates made by 
management, as well as evaluat- 
ing the overall financial statement 


presentation. 


Upon appointment as liquidator 
of a credit union or caisse popu- 
laire, the Corporation engages 
independent accountants to pre- 
pare an unaudited statement of 
affairs which sets out the assets 
and creditors’ claims as at the date 
of commencement of the liqui- 
dation. As the statements of af- 
fairs ate unaudited, we are unable 
to verify whether the books and 
records of the credit unions/ 
caisses populaires are complete 
and accurate at the commence- 


ment of liquidation. 


In our opinion, except for the ef- 
fect of adjustments, if any, which 
we might have determined to be 
necessary had we been able to 
verify the assets and creditors’ 
claims taken under the control of 
the Corporation at the com- 
mencement of liquidation, these 
financial statements present fairly, 
in all material respects, the com- 
bined assets and creditors’ claims 
under the control of the Corpo- 
ration as liquidator as at Decem- 
ber 31, 1999 and the changes in 
the combined assets and credi- 
tors’ claims for the year then 
ended in accordance with the ba- 
sis of accounting disclosed in 


note 1. 


KPT 6 LLP 


Chartered Accountants 
Toronto, Canada 
January 24, 2000 
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ASSETS 


Cash (Note 2) 
Loans, at gross book value 
Investments and other assets 


Real estate held for sale 


CREDITORS’ CLAIMS 


Deposit Insurance 
Corporation of Ontario 


Deposits 
Other claims 
Sub-total 


Total creditors’ claims 


1999 


$ 1,326 
15,565 
363 


640 


$ 17,894 


$ 33,224 


3,630 


4,470 


8,100 
$ 41,324 


1998 


$ 2,156 
2IZS 
1,405 


886 
$ 25,740 


$ 35,142 
Ret We 
6,367 

15,879 
$51,021 


See accompanying notes to the statement of combined assets and creditors’ 


claims under the control of the Corporation as liquidator. 


On behalf of the Board: 


Sh. A. Mefed 


LE 


Director 


Director 
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Deposit Insurance Corporation of Ontario as Liquidator 


Statement of Changes in Combined Assets and Creditors’ Claims 


December 31, 1999, with comparative figures for 1998 (in thousands of dollars) 
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ASSETS: 


Opening assets 

Add: Assets assumed as 
a result of new liquidations 

Less: Uncollectable loans 
removed during the year 

Less: Assets realized during the year 
(includes opening cash) 


Sub-total 


Add: Cash from realizations 
retained by liquidator 


Total Assets 


CREDITORS’ CLAIMS: 
DICO’s Claim 


Opening claim 
Add: Advances from (payment to) DICO 
Less: Claims written-off by DICO 

that were uncollectable (Note 3) 


Closing claim of DICO 


Other Creditors’ and Depositors’ Claims 


Opening claims 

Add: Claims as a result of new 
liquidations assumed 

Less: Claims paid during the year 

Less: Unclaimed deposits removed 
during the year 


Closing Creditors’ and Depositors’ Claims 


Total Creditors’ Claims 


1999 


$25,740 


(379) 
(8,793) 


16,568 


1,326 


$17,894 


$35,142 
(911) 


(1,007) 


$ 33,224 


$15,879 


(7,751) 


(28) 


$ 8,100 


$41,324 


1998 


$ 15,585 
24,498 
(1,083) 

(15,416) 


23,584 


2,156 


$ 25,740 


$ 49,358 
1,620 


(15,836) 


$ 35,142 


$ 994 


29,282 
(14,326) 


(71) 


$ 15,879 


$ 51,021 


See accompanying notes to the statement of combined assets and creditors’ 
claims under the control of the Corporation as liquidator. 
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~Notes to Statement of Combined Assets and Creditors’ Claims 


Deposit Insurance Corporation of Ontario (the “Cor- 
poration”) is, from time to time, appointed liquidator 
of credit unions and caisses populaires. In this ca- 
pacity, the Corporation is responsible for the individual 
liquidation of a member institution’s assets in an or- 
derly manner and applying the proceeds towards the 
claims of its creditors. These financial statements are 
a combination of the financial statements of 31 (1998 
- 49) credit unions and caisses populaires currently in 
liquidation, each liquidation being carried out as a sepa- 
rate legal proceeding. 


1. Significant accounting policies: 

(a) Basis of presentation: 

These statements of combined assets and creditors’ 
claims and changes in combined assets and creditors’ 
claims under the control of the Corporation are pre- 
pared on the basis of accounting disclosed in these 
notes. Upon commencement of liquidation of a credit 
union/caisse populaire, its financial statements cease 
to be prepared on a going concern basis and all trans- 
actions are recorded on a cash basis. 


These financial statements present the combined as- 
sets and creditors’ claims of all the credit unions and 
caisses populaires currently being liquidated by the 
Corporation. The reader of this statement is cau- 
tioned that this statement is not prepared in ac- 
cordance with generally accepted accounting 
principles and the amount of assets under the 
control of the Corporation does not purport to 
be the expected recoverable amount or their fair 
value. 


(b) Loans: 

Loans ate recorded at the book value of the outstand- 
ing amount at the date of liquidation less cash re- 
ceived for the principal payments in the liquidation 
period. No allowance for loan losses has been tre- 
corded. 


Due to their nature, a substantial portion of the loans 
are considered impaired, as there is doubt about the 
timely collection of principal and interest in full. 


(c) Investments and other assets: 


Investments and other assets are stated at their book 
values as at the date of liquidation. 


1999 ANNUAL REPORT 


under the Control of the Corporation as Liquidator Year Ended December 31, 1999 





(d) Real estate held for sale: 
Real estate is stated at the net book value as recorded at 
the date of liquidation. Depreciation is not recorded. 


(e) Creditors’ Claims: 

The Deposit Insurance Corporation of Ontario (DICO) 
insures deposits of members of credit unions and caisses 
populaires to the statutory limit. In the event of the liqui- 
dation of a member institution, the Corporation pays in- 
sured depositors and thus assumes the depositors’ claims 
against the assets of the credit unions and caisses popu- 
laires in liquidation. The amounts owing to DICO repre- 
sent the Corporation’s claims against the assets of 31 (1998 
- 49) credit unions and caisses populaires currently in liq- 
uidation. 


(f) Contingencies: 

Certain credit unions/caisses populaires in liquidation are 
plaintiffs or defendants in lawsuits. However, no poten- 
tial gains or losses from the legal actions have been re- 
corded. 


(g) Comparative figures: 
The comparative figures for 1998 have been reclassified 
in accordance with the presentation adopted in 1999. 
2. Cash flows: 
1999 1998 

(thousands) 
Cash, beginning of year $ 2,156 3 
Add: Assets realized 


during the year 6,637 15,413 
Add: Net Liquidation Income 

(Expenses) 15195 (554) 
Add: Advances from 

(payment to) DICO (911) 1,620 


Total cash available $ 9,077 $16,482 


Less: Payment of creditors’ clams (7,751) (14,326) 


Cash, end of year $1,326" $ °-23156 
3. Creditors’ claims: 

During the year 1999, DICO’s unsatisfied claims against 
18 credit unions were removed from the financial state- 
ments upon the completion of the liquidation as it was 
determined that there would be no further realization on 


these credit unions’ assets. 
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Advisory Committees 


Performance Analysis Advisory Committee 
Function and Responsibilities: 


* Advice on matters related to the gathering and dissemina- 
tion of member institution financial condition and perform- 
ance information, and the use of DICO’s member institution 
data base; 

* Ways and means of optimizing the use of system reports; 

* Information required by users, including its frequency; 

¢ Ways and means of capturing data and distributing output; 

* Allocation to users of the costs of analysis and reporting; 

* Medium and long range endorsement of developments in 


the use of information technology. 


Members: 

Judy Chaif Simko, Windsor Family Credit Union Limited 
Ron Dias, FSCO 

Barry Doan, Avestel Credit Union Limited 

José Gallant, Civil Service Co-operative Credit Society 
Limited 

Michael Ksiezopolski, FSCO 

Jean-Guy Lafléche, La Fédération des caisses populaires 
de l'Ontario Inc. 

Malcom Thornley, HEPCOE Credit Union Limited 


Dorothy Watson, Credit Union Central of Ontario 


Sound Business and Financial Practices Advisory 
Committee 


Function and Responsibilities: 

Review and provide comments and input on: 

*Draft standards and guidelines on sound business and fi- 
nancial practices; 

* Methods for the effective delivery, implementation and en- 
forcement of standards and the Reference Manual. 

*Methods by which users can be acquinted with the use of 


standards and the Reference Manual. 


Members: 

Ron Dias, FSCO 

Owen Jackson, Hamilton Teachers’ Credit Union Limited 
Denis Laframboise, Caisse populaire Trilltum Inc. 

Don Maisonville, Credit Union Central of Ontario 
Douglas McKee, Ontario Educational Credit Union 
Limited 

Iilka Ovaska, Bay Credit Union Limited 

Paul Tremblay, Caisse populaire de Pointe-aux-Roches 


Limitée 
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Bert Whitmell, Arnstein Community Credit Union 


Limited (Ontario Association of Small Credit Unions) 


Stabilization Advisory Committee 

Function and Responsibilities: 

* Review standards and guidelines with respect to stabilization 
and deposit insurance activities; 

*Review and provide input on methods for the effective 
delivery, implementation and enforcement of stabilization 


and insurance programs. 


Members: 

Cees Bijl, DUCA Credit Union Limited 

Denis Couture, L'Alliance des caisses populaires de 
l'Ontario Ltée. 

Robert Gaulin, L’Office de stabilisation des caisses popu- 
laires de ’Ontario 

Helen Graham, Ministry of Finance 

Jonathan Guss, Credit Union Central of Ontario 
John Harper, FSCO 

Sean G. Jackson, Niagara Credit Union Limited 

Don Maisonville, Credit Union Central of Ontario 
Tom Robins, Association of Credit Unions of Ontario 
Pierre Tougas, La Fédération des caisses populaires de 


l'Ontario Inc. 





DICO Advisory Committees Membership 


Representatives from individual 9 
p 4% 4% 


credit unions and caisses populaires 
a Ministry of Finance & FSCO staff 
ee Credit Union Central of Ontario staff 


La Fédération des caisses populaires 13% 
de l'Ontario staff 





L’Alliance des caisses populaires 
de l'Ontario staff 


The Association of Credit Unions 
of Ontario staff 





Deposit Insurance Corporation of Ontario 
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DEPOSIT INSURANGE: CORPORATION OF ONTARIO 
Protection = Security = stability 
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“We were honoured that 
DICO was awarded the 
inaugural Conference Board 
of Canada/Spencer Stuart 
National Corporate 
Governance Award in the 


¢ 


public sector category. ‘ 


Margaret C. McNee 
Chair 





LIST OF PUBLICATIONS AVAILABLE ON DICO WEB SITE 


Annual Report 

Corporate Plan 

Dialogue, newsletter on Sound Business and Financial Practices 
Director's Benchmarking Report (User’s Guide) 





Director’s Benchmarking Report (Technical Supplement) 

Director's Handbook 

How your deposits are insured 

League Return (LR) & Annual League Return (ALR) Completion Guides 
Member Institution Return (MIR) & Annual Member Institution Return (AMIR) 
Completion Guide 

Reference Manual on Sound Business and Financial Practices 

Sample Policies 

System Outlook 

System Releases 

Virtual Encyclopedia 
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(416) 325-9444 

1-800-268-6653 Toll Free 

FAX: (416) 325-9722 

Internet site http://www.dico.com 


E-mail:dico@dico.com 
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February 28, 2001 


The Honourable James M. Flaherty 
Minister of Finance 

Frost Building South, 7th floor 

7 Queen's Park Crescent 

Toronto, Ontario 

M7A 1Y7 


Dear Minister: 
I have the honour to submit to you and the Superintendent of the Financial Services Commission of 


Ontario the Annual Report of the Deposit Insurance Corporation of Ontario for the 12 month period 
ended December 31, 2000. 


Yours truly, 


Mar yu MALe— 


Internet Home Page:http://www.dico.com, E-mail:dico@dico.com & Page d’accueil Internet : http://www.soad.com, Courriel : soad @ soad.com 
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pice VADISZOT ag protect depositors 


We are achieving DICO’s ) “STON :We will support the Ontario Credit Union 
and Caisse Populaire System by providing depositor protection, building financial 


soundness and working in collaboration with stakeholders” 


by practising DICO’s l alues in all our activities: 


e act with professionalism and integrity 

e provide value 

e be proactive and innovative 

e recognize and respect the principles, values and diversity of the credit union/caisse populaire system 
e collaborate with stakeholders 

e recognize the diversity and acknowledge the importance of our staff 

e provide an environment where employees are treated fairly, and given opportunity and encouragement 


to develop their potential 


DEPOSIT INSURANCE CORPORATION OF ONTARIO STAFF 


Gary Ahing*Kwabena AmoaheAdrienne Barber*Vera Barre Robert Blair*Alla BrachmaneBarry Brydges*John BurgmaneRobert Charbonneau Richard Dale* Gerry 
Daoust*Judi Denison¢ Tony D’Errico*Bob Edmison+ Brigitte Elie*Bill Foster*Leslie Fraser*Carmen Gheorghe*Lorna Haire*Sharon Haslett*John Hutton Lori 
IngrameEntela Josifie Yasmin Khoja* Tom Kingston Steve Kokaliaris* Naomi Lowen+Peter Luskin*Jim MaxwelleAlana McLeary*Bryan McQuade*Joyce Myles 
Chrissy NaneDanny Pianezza*Andy Poprawa*Helen Poter*Fred Rickey*Andy Rechtshaffen* Mercedes Ruano*Hanif SohanieDonna Tambosso*Rannie Turingan 
Michael White*Richard White*Winnie Yu 


Planning and Accountability Framework 


Credit Unions and Caisses Populaires Act 





For the protection of depositors: 





Deposit 





...While minimizing exposure to losses. 


Planning Accountability 


ion, Vision, Valu 
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Deposit Insurance Corporation of Ontario 


CHAIR’S REMARKS 


n behalf of the board 

of directors of the 

Deposit Insurance 
Corporation of Ontario 
(DICO) I am pleased to 
report that the Corporation 
has completed another suc- 
cessful year of operations and 
reached a number of signifi- 


cant milestones: 


@ the insurance fund deficit 
has been eliminated; 

@ an insurance fund is in 
place; 

@® there were no claims 
against the insurance fund 
during 2000; 

® no credit union or caisse 
populaire failed during the 
year; and 

@ no depositors were exposed to the loss of their 
deposits placed with a credit union or caisse popu- 


laire. 


By the end of 2000 DICO completed the achievement 
of the key strategic goals as laid out in our Corporate 
Plan published in 1997 — over a year ahead of target. As 
at December 31, 2000 the insurance fund stood at $15.1 
million. These results were achieved while reducing deposit 
insurance costs to the system through premium rate rebates 


and changes in the way premiums are calculated. 


On January 1, 2000 deposit insurance coverage for 
depositors was increased from $60,000 to $100,000. This 
increase in coverage has helped credit unions and caisses 
populaires to attract more and larger deposits from their 
members and become more competitive in the market- 
place. As a result of this and other factors, deposits in 


the system have grown 6.8%. 


For the past six years DICO, with the strong support of 





Margaret C. McNee 
Chair of the Board of Directors 


the system, has followed a 
proactive approach to risk 
assessment and management 
through various programs of 
early intervention and prob- 
lem resolution. This approach 
has helped reduce losses to 
the insurance fund significant- 
ly and enhanced the stability 
of the system in Ontario dur- 
ing a period of continuing 
consolidation. Using a mea- 
sure of aggregate risk, the 
overall financial and opera- 
tional health of the Ontario 
system is the best it has been 
in over fifteen years. The 
credit for these encouraging 
results belongs to the boards 
and management of our mem- 
ber institutions who have 
worked so hard to ensure that their credit unions and 
caisses populaires are operated in accordance with high 


standards of business and financial practices. 


During 2000 and after extensive consultation with stake- 
holders, DICO developed and published its Corporate 
Plan 2001 — 2005. This document outlines our proposed 
strategies and financial projections for the next few 
years. Many of the initiatives contemplated in the Plan 
have already been undertaken. On January 1, 2001 
DICO introduced a risk based premium system which 
will ensure that member institutions that exhibit a lower 
risk profile will pay a lower premium. In conjunction 
with this new premium system, overall premium levels 
were decreased by approximately 50%. This fulfills our 
commitment to permanently reduce premium levels 


once the deficit was eliminated. 


The Board and staff of DICO have always believed that 
strong corporate governance processes enhance the per- 


formance of organizations. We were honoured that 


DICO was awarded the inaugural Conference Board of 
Canada/Spencer Stuart National Corporate Governance 
Award in the public sector category. This award recog- 
nizes the innovations in corporate governance that 
DICO has promoted over the past few years including 
the holding of an annual information meeting for its 
stakeholders, publishing a corporate plan and an open 
and transparent board selection process. We believe that 
these recognized innovations are best practices in corpo- 
tate governance and are an important element in demon- 


strating our accountability to our stakeholders. 


I would like to take this opportunity to express my 
appreciation to all our board members for their dedica- 
tion and professionalism in working together in the 
interests of all stakeholders. In particular, I would like to 
thank Shane Kelford, Beth Atcheson, Alan Ross and 

J. Bernard Marcil - all of whom retired from the board 
this past year, for their tremendous contributions over 
the past years. At the same time, we welcome Barbara 
Boake, Ron Fitzgerald, Benoit Martin and Bill Spinney 
to the board and look forward to their valuable contri- 
bution. On behalf of the board, I would also like to 
express out appreciation to the staff of DICO for their 


continuing suppott. 


Looking Forward 


Intense competition, technological advances, regulatory 
changes and changing economic conditions will chal- 
lenge credit unions and caisses populaires over the next 
few years. DICO’s role will be to continue to monitor 
emerging risks to individual institutions and the system 
in general and to devise strategies to minimize risk to 


depositors and consequently, the insurance fund. 


In conclusion, DICO believes that its long-term strate- 
gic direction supports our mandate to protect depositors 
and the system’s quest to become more competitive and 
responsive to its member needs. By exercising continued 
vigilance through our risk assessment and management 
programs and by building a strong financial base, DICO 
believes that we continue to effectively protect deposi- 
tors, reduce the cost of depositor protection and con- 


tribute to the stability of Ontario’s credit unions and 


caisses populaires. We look forward to working with our 


stakeholders to achieve these goals. 


On behalf of the Board of Directors, 


Mayu Whee — 


Margaret C. McNee 
Chair 
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Gq Deposit Insurance Corporation of Ontario 


BOARD OF DIRECTORS 


| ii gem Margaret C. McNee 


Ms. McNee is a Partner in the 
Toronto law firm of McMillan 
Binch where she practices secuti- 
ties and corporate law. She was 
the 
Securities Commission, Corporate 
Finance Branch from April 1990 


to June 1991 to assist in various 


seconded to Ontario 


policy initiatives. In 1994, she 
the 
Financial Services Policy Branch 


the of 


acted as a consultant to 


of Ontario Ministry 


Ron Fitzgerald 

Ron Fitzgerald retired in 1997 as 
Chief Executive Officer of The 
Civil Service Cooperative Credit 
Society Limited (CS COOP). He 
was also Vice-President of The 
Association of Credit Unions of 
Ontario and represented indepen- 
dent credit he 


Canadian Payments Association. 


unions at 


He has been actively involved with 
credit unions since 1964. 
Mr. Fitzgerald was appointed on 





Finance. Ms. McNee was appointed Chair effective February June 21, 2000 and his term expires on June 20, 2003. 


11, 2000; her term of appointment expires February 9, 2003. 


Réal Bérubé 


Mr. Bérubé served on the board 
of Caisse Populaire de Hearst as 
member and Chair from 1974 to 
1988. He has actively served on a 
number of community and pro- 


fessional organizations and is 


presently Vice Chair of the Board } 


of Governors of ?Hopital Notre 
Dame de Hearst. He retired in 
1996 after teaching Chemistry and 
Physics at a secondary school for 


35 years. Mr. Bérubé was appoint- 


ed on July 08, 1998 and his term expires on July 08, 2001. 





management 





V Mr. 


David A. Lemmon 
Lemmon is President of 
Savoyatd Consultants Inc., a con- 
sulting firm which specializes in 
the development of strategic 
management plans and rational- 
ization plans for asset portfolios 
with emphasis on distressed real 
estate. His business experience 
encompasses Chief Executive 
responsibilities in the corporate 
sector, coupled with strategic 


expertise. Mr. Lemmon was appointed on 


December 13, 1995 and his term expires on December 16, 


| Barbara Boake 


Barbara Boake is a Partner with 
McCarthy Tetrault in the Toronto 
office where she practices insol- 
vency and financial restructuring 
law. She has acted as a senior advi- 
sot to the Minister of Finance 
(Ontario) on the regulation of 
financial institutions. She repre- 
sents numerous banks, institution- 
al investors, trustees and receivers. 
Ms. 


March 01, 2000 and her term 





Boake was appointed on 


expires on February 28, 2003. 


2001. 


J. Bernard Marcil, FCA 

Mr. Marcil retired in 1994 as the 
partner of the 
accounting firm of Marcil, 
Lavallée, Loyer & Partners. The 
firm of Marcil, Lavallée, Loyer & 


co-founding 


Partners serves as auditors to a 
significant number of caisses pop- 
ulaires. In addition to being a 
member of professional and com- 
munity organizations, Mr. Marcil 
serves on the board of several 





corporations in the field of insur- 

ance, investments and advanced technology manufacturing. 
Mr. Marcil was appointed on May 1, 1997. Mr. Marcil resigned 
from the Board effective January 24, 2001. 





Bruce Neville 


Mr. Neville is a principal of Nexus Actuarial Consultants 
where he specializes in consulting to governments, their 
agencies and associations on the financing of workers’ 
compensation. Mr. Neville served on the board of 
Credit Union Central of Ontario from 1988 to 1991. He 
has also served on the board of WCB Credit Union 
since 1982. Mr. Neville was appointed on May 1, 1997 
and his term expires on June 6, 2003. 





Heather Nicol 

Ms. Nicol is the Chief Financial Officer of Chapters 
Online Inc., Canada’s leading on-line book retailer. She 
has worked in finance for over ten years as an investment 
banker for major North American firms as well as a spe- 
cial advisor to a leading Canadian corporation. She is 
involved in community activities and charitable organi- 
zations. Ms. Nicol was appointed on April 24, 1997 and 
her term expires on April 28, 2002. 


Jim Poirier 








Mr. Poirier assumed the position of Bishop of Canada 
for the Community of Christ Church in July 1996. Prior 
to his affiliation with the Church, Jim worked in credit 
union management and was the Executive Vice 
President, Retail Financial Services Development at 
Credit Union Central of Canada (the national trade asso- 
ciation for credit unions). Mr. Poirier was appointed on 


July 23, 1997 and his term expires on July 23, 2001. 





Bill Spinney 
Bill Spinney is General Manager of Parry Sound Area 
Community Business and Development Centre which 


provides lending/mentoring to small businesses as well 
as Community Economic Development services. Bill has 
a background in administration and commercial credit 
with a chartered bank as well as commercial and resi- 
dential real estate brokerage. Mr. Spinney was appointed 
on March 31, 2000 and his term expires on March 30, 
2003. 








SUB-COMMITTEES OF THE BOARD 
(as of December 31, 2000) 


Audit and Finance Committee 

This committee reviews recommenda- 
tions made by the external auditors and 
Ministry of Finance examiners regarding 
internal controls and procedures and 
ensures that appropriate action is taken. 
The committee also reviews the monthly 
and audited financial statements of the 
Corporation with a view to making 
required recommendations to the board. 
¢ Heather Nicol, Chair 

¢ Barbara Boake 

° J. Bernard Marcil 

¢ Bruce Neville 


¢ Margaret C. McNee, ex-officio 


Corporate Policy Committee 

This committee reviews and makes rec- 
ommendations to the board on corpo- 
tate policy issues, bylaws and policies. 
The committee also acts as a co-ordina- 
tor of the board for special projects such 
as corporate strategic planning. 

¢ Margaret C. McNee, Chair 

¢ David A. Lemmon 

¢ Heather Nicol 


° Jim Poirier 


Human Resources Committee 

This committee reviews and makes rec- 
ommendations to the board on _ policies 
relating to the Corporation’s human 
resources plans, compensation, employ- 
ee benefits and related matters. 

* Jim Poirier, Chair 

¢ Réal Bérubé 

* Ron Fitzgerald 

¢ Margaret C. McNee, ex-officio 


Risk Management Committee 

This committee reviews the Corporation's 
deposit insurance risk exposure report and 
makes recommendations to the board 
regarding risk assessment and risk manage- 
ment policies, programs and guidelines. 
David A. Lemmon, Chair 

* Heather Nicol 

* Bill Spinney 


¢ Margaret C. McNee, ex-officio 
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2000: MILESTONES 


DICO’s 2000 REPORT CARD 
Target Actual 

Insurance Fund $7.5 Million $15.1 Million 
Insurance Losses $3 Million $0 

Net Insurance Recoveries - $2.2 Million 
Investments $16.9 Million $23.3 Million 
Recoveries on Assets of Liquidated Institutions $2.8 Million $1.8 Million 
On-site Verifications - number 151 151 

Total Gross Operating Expenses $7.5 Million $6.8 Million 
Total Net Operating Expenses $6.8 Million $6.2 Million 


Year in Review 


he year 2000 was the culmination of a number of 

years of hard work and dedication by the board 

and staff of DICO. The impact of a relatively 
strong economy as well as our commitment to our key 
strategies in risk management and fiscal prudence result- 
ed in the elimination of the deficit in the insurance 
fund. During 2000 the Corporation met or exceeded all 


of its objectives for the year. 


For the first time since 1985, DICO has an insurance 
fund available to protect depositors in addition to the 
financial support provided by the government. As a 
result of no claims to the insurance fund, lower operat- 
ing expenses and slightly higher premium revenues, we 
met our major financial objective of eliminating the 
deficit over a year ahead of plan. The general health of 
the credit union/caisse populaire system and conse- 
quently, the risk to the insurance fund, continued to 
improve. Increased levels of compliance with sound 
business and financial practices also reduced risk to 


depositors. 


The Insurance Fund 


DICO’s primary financial priority was to eliminate the 


deficit in our insurance fund and build an insurance 


fund. At the end of 2000, the fund amounted to $15.1 
million compared to our target of $7.5 million. The 
improvement of $22.8 million, compared to the 1999 
year end deficit, was due primarily to no insurance loss- 
es, lower operating expenses and recoveries on losses 


previously recorded. 


INSURANCE FUND 


20 — $§ Millions 


1993 1994 1995 1996 1997 1998 1999 lil 





2000 Loss Experience 


For the first time in some fifteen years, DICO experi- 
enced no new insurance losses. Net insurance recoveries 
of $2.2 million reflected recoveries of $1.7 million on 


losses previously incurred and a reduction in the general 


provision for loss of $ 0.5 mil- 


lion. 


Premiums 

The premium rate of $2.10 per 
thousand of insured deposits 
was unchanged from the prior 
year. However, the impact of 
the change of calculating premi- 
ums based on insured deposits 
rather than total deposits 
amounted to a saving of some 
$1.5 million to the system. 
Premium income was also 
impacted by increased deposit 
growth. As a result of these fac- 
tors, DICO’s premium income 
increased from $24 million in 1999 
to $25.4 million in 2000. 


In consultation with system representatives, DICO 
developed a risk based differential premium system dur- 
ing the year. This new system came into effect on 
January 1, 2001. A new schedule of premium rates was 
approved by the government in late 2000 which will 
result in an aggregate reduction in premiums to the sys- 


tem of some 50% over 2000 premium levels. 


HOW $2.10 PREMIUM WAS SPENT IN 2000 


$0.51 
DICO operations 


$1.59 
Insurance Fund 





Investments and Financial Support 

In order to comply with statutory requirements and its 
own investment policy, DICO invests all of its funds in 
low risk securities. At the end of 2000 these investments 
amounted to $23.3 million and yielded an average rate of 


5.6%. 





Andrew Poprawa 
President & CEO 


Based upon DICO’s commit- 
ment to its Corporate Plan, the 
provincial government has con- 
tinued its support of DICO 
through a loan guarantee. DICO 
pays the government a guarantee 
fee of one half of one per cent 
of the outstanding balance of 


any borrowings for this facility. 


Proactively assess insurance risk 


System Performance and Condition 
System performance throughout 
2000 was impacted by a number 
of factors including a strong 
provincial economy, stable inter- 
est rates, increased competition 
and the implementation of new 
technology. The strong economy and stable interest 
tates impacted positively on the system’s net interest, 
investment and other income and on loan delinquency 
and loan loss results. Loan costs remained unchanged at 
15 bp from 1999. System return on assets (ROA) for 
2000 was 52 basis points (bp) compared to 46 bp in the 


previous year prior. 


The Ontario system now ranks amongst the best-capital- 
ized provincial systems in the country. As at December 
31, 2000 aggregate system capital reached 6.7%, up from 
6.6% at the end of 1999. 


REGULATORY CAPITAL IN THE ONTARIO SYSTEM 


1,200 $ Millions 


1,000 
800 


600 





1998 


2000 


1996 1997 1999 
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During 2000, system assets reached an all time high of 
$15.4 billion representing an annual growth rate of 6.6 
per cent. The growth in system assets was attained 
against a backdrop of continued consolidation. The 
number of member institutions in Ontario declined 
from 343 to 321 as the trend of mergers and acquisi- 
tions within the system was sustained. Many of these 
mergers were between large, financially strong institu- 
tions forming regional credit unions or caisses popu- 


laires. 


While the trend of consolidation continues, two new 
credit unions were incorporated in 2000. By the end of 
yeat, one was already in full operation and the other still 


in the process of becoming operational. 


At the end of 2000, four member institutions were not 
in full compliance with the minimum capital require- 
ments. All of these institutions were either under the 


administration or the supervision of DICO. 





eee 
Premiums 





Discussing impact of the CAMEL risk rating methodology 
(from left to right): Richard Dale, Manager, Risk Assessment, 
Kwabena Amoah, Sr. Financial Analyst, Risk Assessment, 
Richard White, Manager, Policy and Research 


Standards of Sound Business and Financial Practices 

DICO’s Standards of Sound Business and Financial 
Practices (DICO Bylaw #5) are a key element of our 
risk assessment and management strategies. Member 
institutions that comply with these standards will signifi- 
cantly reduce the likelihood of problems and resulting 
intervention by DICO or FSCO. Our analysis of the 
Member Institution Self Assessment Report (MISAR) 
filings and the results of on-site inspections give us evi- 
dence that most institutions are taking the steps neces- 
saty to comply with these standards. Those that have 
not, have been placed on the Watchlist or under 


Supervision. 


Risk Assessment and Monitoring 

During 2000 DICO continued to refine and test its risk 
rating methodology. This methodology based on the 
CAMEL (Capital, Asset Quality, Management, Earnings, 
Asset/Liability) system, is being used to provide a con- 
sistent method to measure and quantify risk. Risk rating 
helps DICO to identify higher risk situations and allo- 
cate appropriate resources to mitigate the potential risk 
for claims against risk to the insurance fund. This 
methodology is also used as the basis for the risk based 


premium system. 


On-Site Verification (OSV) 

DICO completed 151 on-site verifications or inspec- 
tions in 2000. We also refined the OSV process to better 
integrate it with DICO’s risk assessment process and the 
new differential premium system introduced in early 
2001. Now that OSV findings have an impact on the 
premium paid by member institutions, there has been an 


increased focus on the results of these on-site assessments. 


DICO has also changed its outsourcing arrangements 
for this program to ensure that the system is receiving 


the best value for the resources expended. 


Manage Insurance Risk 


To effectively manage the potential risk of losses to the 
insurance fund, the Corporation has developed the fol- 
lowing programs: Watchlist, Supervision, Administration 


and Dissolutions. 


Assessing MIR filings (from left to right): Steve Kokaliaris, Brigitte 
Elie, Robert Edmison (Risk Analysts, Risk Assessment) 


Watchlist 

Early involvement with member institutions that exhibit 
a higher risk profile minimizes the likelihood and cost of 
insurance losses in the future. The Watchlist was estab- 
lished to identify and assist member institutions in for- 
mulating action plans to resolve exceptional risks such as 
non-compliance with standards of sound business and 


financial practices. 


The number of institutions on the Watchlist has grown 
over the past year because of the significant expansion 
of the intervention criteria. During 2000, DICO worked 
with the boards of 93 member institutions on the 
Watchlist with total assets of $1.5 billion. As a result, 44 
member institutions were successful in resolving their 
problems and no formal intervention was required. At 
the end of the year, 46 institutions with assets of $602.6 


million remained on the Watchlist. 


Supervision 

Member institutions, which meet certain risk-based crite- 
ria, may be placed under Supervision. In consultation 
with the Stabilization Advisory Committee, minimum 
capital and other intervention criteria for supervision for 
all credit unions and caisses populaires have been estab- 
lished. The minimum intervention capital criteria for 
Supervision is now at the same level as the regulatory 


minimum capital level of 5% on a leverage basis. A 





member institution not meeting the legislated minimum 


capital level is eligible to be placed under Supervision. 


At the end of 2000, six member institutions with assets 
of $93 million were under Supervision. During 2000, 
the supervision program was successful in ensuring that 
four member institutions were either fully recapitalized 
ot that the causes which led to them being placed under 


supervision were resolved. 


Administration 

In high-risk situations, DICO has the authority to place 
a failed or failing member institution under administra- 
tion based on criteria as set out in the Credit Unions and 
Caisses Populaires Act. Administration allows the member 
institution to continue to operate while giving the 
Corporation time to develop and implement the most 
approptiate resolution strategy, while minimizing loss to 
the insurance fund. At the end of 2000, five member 
institutions were under administration, one less than 
1999. DICO’s boatd approves specific resolution strate- 
gies for each member institution to either recapitalize 
through earnings or capital issues, find appropriate 
merger partners or to wind up their affairs. The net 
equity of credit unions/caisses populaires under admin- 
istration increased by approximately $2.9 million over 
the yeat, which reduced exposure to the insurance fund. 
All member institutions under administration are record- 


ing operating profits. 


Dissolutions 

In most instances where a member institution has 
ceased operations, the Corporation is appointed liquida- 
tor of the estate. The main purpose is to maximize the 
recovery of assets. At the end of 2000, DICO was man- 
aging the affairs of 23 of these institutions, paying 
member deposits and collecting on a portfolio of 
impaired loans. During the year, DICO recovered $1.8 
million in assets and completed the final liquidations for 
nine membet institutions. In some cases these recoveries 
involve taking legal action by credit unions and caisses 
populaires under administration or in liquidation against 
third parties. At the end of 2000, a number of legal 


actions to recover losses were in progress. 
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Maintain collaborative relationships with our stakeholders 


DICO continues to place a high degree of importance 
on effective communication with its stakeholders. Our 
advisory committees play a significant role in helping the 
Corporation to develop its stabilization programs, stan- 
dards of Sound Business and Financial Practices and 
related implementation tools. DICO is grateful to the 
members of these committees who volunteer their time 


and energy for the benefit of the system. 


DICO’s bilingual Internet web site continues to be 
enhanced on a regular basis. In early 2001 DICO made 
available all of its information and analysis relating to 
each member institution on a confidential basis to the 
institution itself through our web site. Institutions will 
also be able to complete all filings electronically and 
send them to DICO through the Internet. These inno- 
vations will save both institutions and DICO time and 


resources and lead to mote efficient operations. 


DICO also participates in a number of other activities 
for the benefit of the co-operative movement in Canada 
and internationally. During 2000, we hosted a number of 
delegations from other countries such as Ukraine and 
Poland. We also participated in the Credit Union/Caisse 
Populaire Stabilization Funds of Canada Association. 
The objective of this organization is to share informa- 
tion between deposit protection agencies and enhance 
harmonization of standards across the country. I was 
pleased to have the opportunity to chair this Association 
in 2000. 


Working with the Financial Services Commission of Ontario (FSCO) 
DICO recognizes that a close working relationship with 
the system’s regulator will enhance the effectiveness and 
efficiency of the depositor protection process. FSCO 
and DICO work together closely to co-ordinate activi- 
ties and minimize the burden and cost to the system. 
Our letter of understanding calls for DICO to provide 
FSCO access to its integrated monitoring systems 
including OSV reports at no cost to FSCO. During 
2001, FSCO and the Ontario Securities Commission will 
be merging to form a new regulatory agency — the 


Ontario Financial Services Commission (OFSC). We 


look forward to working with OFSC to continue the tra- 
dition of excellent consumer protection for members of 


credit unions and caisses populaires in Ontario. 


Effective and Efficient Management 


During the past year DICO continued to look at ways to 
enhance its effectiveness and efficiency and to provide 
better value to stakeholders. Gross operating expenses 
were 9.9% below budget while net expenses (net of 


expense recoveries) were lower than budget by 9.8%. 


Emerging Issues and Risks 


Over the next few years a number of emerging risks and 
related issues will require study, discussion and decision. 
Of significance, DICO will need to explore the follow- 


ing issues: 


e What new and emerging risks will affect the Ontario 
system? 

e How will individual member institutions respond to 
those risks? 

e@ What role will DICO have in identifying, monitoring 
and addressing risks to the insurance fund? 

e What size of an insurance fund is adequate to pro- 
tect members’ deposits? 
How quickly should the insurance fund be built? 


e What implications are there for premium levels? 


Many of these issues are not new. However, changing 
circumstances will require constant re-evaluation and re- 
thinking of our approaches to them. As always, we 


intend to involve all stakeholders in our deliberations. 


Outlook for 2001 


Insurance Fund 

As a result of its proposed business plan, DICO antici- 
pates that the insurance fund will amount to at least $20 
million by the end of 2001. This plan assumes a provi- 
sion for new insurance claims of $3 million and net 
operating expenses of some $6.3 million. Further recov- 
eries on previous losses to the insurance fund may 


improve the year end fund position. 


Risk Exposure Our Commitment 


According to the Conference Board of Canada, the 
DICO, its Board and staff are committed to providing 


protection, security and stability to the Ontario Credit 


Union and Caisse Populaire System for the benefit of all 


prospect for the Ontario economy for 2001 is slower 
growth in the range of 2.9%. This rate of economic 
expansion will still likely provide a reasonably stable 


; its members. We look forward to 2001 as another year 
environment for the Ontario Credit Union and Caisse 


= which will provide many opportunities to demonstrate 

Populaire System. We anticipate that further consolida- a ee 
es. ; ahs out commitment. 
tion within the system combined with continued vigilant 

risk assessment and management should contain losses 

to the insurance fund within our forecasted maximum 


of $3 million. 


Andrew Poprawa, CA 
President ¢ CEO 





Evaluating the System risks and the Differential Premium 
System (from left to right): Richard White, Manager, Policy 
and Research, Robert Charbonneau, Vice President, 
Insurance 


Premium Levels and Risk Based Premium System 

Premium levels for 2001 will depend largely on the risk 
profiles of individual institutions based on the new dif- 
ferential premium rate schedule. As a tesult, we expect 
that aggregate premium expense to the system, and con- 
sequently DICO’s revenues, will decrease by approxi- 


mately fifty percent to $12.7 million. 
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MANAGEMENT'S RESPONSIBILITY 


The Deposit Insurance Corporation of Ontario's man- 
agement is responsible for the integrity and fair presenta- 
tion of the financial statements included in the annual 
report. The financial statements have been prepared in 
accordance with Canadian generally accepted accounting 


principles. 


The Corporation maintains systems of internal account- 
ing controls of high quality consistent with reasonable 
cost. Such systems are designed to provide reasonable 
assurance that the financial information is accurate and 
reliable and that company assets and liabilities are ade- 
quately accounted for and assets safeguarded. 


The financial statements have been reviewed by the 
Corporation's Audit and Finance Committee and have 
been approved by its Board of Directors. In addition, the 
financial statements have been examined by KPMG LL», 
the auditors, whose report follows. 


Andrew Poprawa, CA 
President ¢ CEO 


James Maxwell 
Chief Administrative 
and Financial Officer 


Toronto, Canada 
January 19, 2001 


AUDITORS' REPORT 





KPMG LLP 


To the Board of Directors of 
Deposit Insurance Corporation of Ontario 


We have audited the Statement of Financial Position of 
Deposit Insurance Corporation of Ontario as at 
December 31, 2000 and the Statement of Operations and 
Changes in the Deposit Insurance Reserve Fund and the 
Statement of Cash Flows for the year then ended. These 
financial statements are the responsibility of the 
Corporation’s management. Our responsibility is to 
express an opinion on these financial statements based on 
our audit. 


We conducted our audit in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain rea- 
sonable assurance whether the financial statements are 
free of material misstatement. An audit includes examin- 
ing, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and sig- 
nificant estimates made by management, as well as evalu- 
ating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in 
all material respects, the financial position of the 
Corporation as at December 31, 2000 and the results of 
its operations and cash flows for the year then ended in 
accotdance with Canadian generally accepted accounting 
principles. 


KPT G LLP 


Chartered Accountants 
Toronto, Canada 
January 19, 2001 


DEPOSIT INSURANCE CORPORATION OF ONTARIO 


STATEMENT OF FINANCIAL POSITION 


DECEMBER 31, 2000, WITH COMPARATIVE FIGURES FOR 1999 (/N THOUSANDS OF DOLLARS) 


ASSETS 


Cash 

Investments (note 2) 

Accounts and interest receivable 
Deposit insurance advances recoverable 
Capital assets 


(net of accumulated amortization 


of $2,753 (1999 - $2,681)) 
LIABILITIES 
Payables and accruals 
Premium rebate payable 
Accrual for deposit insurance losses (note 4) 


Total Liabilities 


Deposit Insurance Reserve Fund (deficit) 


Contingencies (note 10) 
See accompanying notes to financial statements 


On behalf of the Board: 


Director 





— Director 





— 2000 
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15,119 


28,924 


$28, 
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359 
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14,541 


$10,669 


18,349. 


(7,680) 


$10,669 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO 


STATEMENT OF OPERATIONS AND CHANGES IN THE 


DEPOSIT INSURANCE RESERVE FUND 


YEAR ENDED DECEMBER 31, 2000, WITH COMPARATIVE FIGURES FOR 1999 (IN THOUSANDS OF DOLLARS) 


INCOME 


Premium income 
Less: Premium rebates 


Other income 


EXPENSES 


Recovery of losses (note 4) 

Salaries and benefits 

Future non-pension post-retirement 
benefits expense (note 8) 

Loan fee / Interest expense 

Operating expense 


Recovery of operating expense 


Excess of income over expenses 


Deposit Insurance Reserve Fund (deficit), 


beginning of year 


Deposit Insurance Reserve Fund (deficit), 


end of year 


See accompanying notes to financial statements 


2000 


$ 25,381 


1,366 


26,747 


(2,224) 
3,988 


69 
21 
2783 

(639) 


3,948 


PHL by oe 


(7,680) 


$ 15,119 


aoe 


(5,535) 
4,118 


69 
83 
3,008 
(1,253) 


490 


24,027 


(31,707) 


$ (7,680) 


DEPOSIT INSURANCE CORPORATION OF ONTARIO 


STATEMENT OF CASH FLOWS 


YEAR ENDED DECEMBER 31, 2000, WITH COMPARATIVE FIGURES FOR 1999 (IN THOUSANDS OF DOLLARS) 


2000 | 1999 
Cash received from (applied to): 
Operations: 
Excess of income over expenses $22,799 $ 24,027 
Items charged to operations not affecting cash 
Recovery of losses (2,224) (5,535) 
Gain on disposal of capital assets (6) (5) 
Amortization 191 243 
Gain on sale of real estate held for resale ia (107) 
20,760 18,623 
Changes in: Sa aes mt re 
Accounts and interest receivable (93) (4) 
Loan receivable : wt 
Payables and accruals (2,170) Mies 
2,263) __820 
Net deposit insurance recoveries (note 4) _780_ BLS: 
19,277 20,261 
Investing activities: 
Proceeds on sale of real estate held for resale - 1,107 
Purchase of capital assets (176) (108) 
Proceeds on sale of capital assets 2 8 Bao) 
ey) Eee 
Increase in cash position 19,109 21,266 
Cash position, beginning of year 4,519, 62) 
Cash position, end of year $23,628 $ 4,519 
Supplementary cash flow information: 
Interest paid during the year $ 2 $ 72 


Cash position is defined as cash and short-term investments less any borrowings 


See accompanying notes to financial statements 
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NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 2000 


General 


Deposit Insurance Corporation of Ontario is an “Operational 
Enterprise” Agency of the Province of Ontario without share 
capital established under the provisions of the Credit Unions 
and Caisses Populaires Act. 


The statutory objects of the Corporation under the Act are to: 

* provide deposit insurance to depositors of member institutions 

* act as stabilization authority for the credit union and caisse 
populaire system 

* promote standards of sound business and financial 
practices 

* collect and publish statistics 

* provide financial assistance to member institutions 

* act as administrator of member institutions 

* minimize deposit insurance risk and size of claims 


The Act empowers the Corporation to assess its member instt- 
tutions to meet the Corporation’s requirements for insurance 
funding and administrative costs. The Corporation establishes 
its premium levy annually. The established premium levy is sub- 
mitted to the Government of Ontario for review and incorpo- 
ration into the regulations through appropriate amendments as 
necessaty. 


In addition the Corporation’s borrowings, if any, are guaranteed 
by the Minister’s guarantee on behalf of the Province of 
Ontario. The guarantee is for a maximum of $75 million and 
expires December 31, 2001. The Province of Ontario charges 
guarantee fees based on one-half of one per cent of the aver- 
age end of day balance outstanding of any debt obligation sub- 
ject to the Minister’s guarantee. 


1. Summary of Significant Accounting Policies: 


These financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles. These 
financial statements do not reflect the assets, liabilities or oper- 
ations of credit unions or caisses populaires where the 
Corporation has been appointed liquidator. 


(a) Premium income: 
Premiums are based on insured deposits held by member insti- 
tutions. Premium income is recognized when earned. 


(b) Provision for losses: 

The provision for losses includes allowances against deposit 
insurance advances and an accrual for losses for which 
advances have not been made at the date of the Statement of 
Financial Position. 


Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Deposit 


insurance advances recoverable are presented on the Statement 
of Financial Position net of allowances thereon. 


The accrual for deposit insurance losses includes both provi- 
sions for specific losses and a general provision for losses. 


Specific provisions for losses in respect of insured deposits are 
estimated by management and recorded when conditions, in 
the opinion of management, exist that will likely result in loss- 
es to the Corporation. 


The general provision for losses reflects management’s best 
estimate of losses on insured deposits arising from the inherent 
risk in the credit union/caisse populaire system. The provision 
is established by assessing the aggregate risk in member institu- 
tions based on current market and economic conditions, the 
likelihood of losses and the application of historic loss experi- 
ence. Future economic conditions are not predictable with cer- 
tainty and actual losses may vary, perhaps substantially, from 
management’s estimates. 


(c) Pension benefits: 

The Corporation has a defined contribution pension plan cov- 
ering all of its employees. Earnings are charged with the cost of 
pension benefits earned by employees as service is rendered. 
Pension expense is determined by a fixed percentage of the 
employees’ income plus the matching of the employees’ con- 
tribution to a maximum of 4%. The Corporation assumes no 
actuarial or investment risk. 


(d) Future non-pension post-retirement benefits: 

Future non-pension post-retirement benefits relate to the 
Corporation’s extended health, dental and life benefits for both 
active employees for whom a full eligibility date was determined 
and existing qualified retirees. The Corporation accrues obliga- 
tions under these plans as the employees render the service nec- 
essary to earn the future benefits. The cost of these future non- 
pension post-retirement benefits earned by employees is actu- 
arially determined. Accruals for these costs represent discount- 
ed future expenditures for existing retirees and discounted 
future expenditures during the period of active employment for 
current employees to an expected retirement date. 


(e) Investments: 

Investments comprise short-term fixed income instruments 
and are recorded at amortized cost. The discounts are amor- 
tized on a straight line basis over the terms of the instruments. 


(f) Capital assets: 

These are recorded at cost. Amortization of furniture and 
equipment is provided by the diminishing-balance method at 
the rate of 20 per cent per annum. Computer and related equip- 
ment and software are amortized over three years on a straight- 
line basis. Leasehold improvements are amortized on a straight- 
line basis over the term of the lease. 


2. Investments: 


Investments have terms to maturity less than three months. 
They have a weighted-average yield of 5.61% (1999: 5.09%). All 
investments are highly liquid fixed rate contracts and are RI 
MID or better on the DBRS scale. 





2000 1999 
(thousands) e 

Treasury Bills-Canada $ 5,932 §$ . 
Treasury Bills-Ontario 8,385 . 
Promisory Notes-other provinces 6,028 - 
Bankers Acceptance 2,983 4,181 





Total Investments 


3. Borrowings: 


The Corporation has in place revolving credit facilities, 
approved by the Ontario Financing Authority, which adminis- 
ters the Minister’s guarantee, as follows: 


$23,328 $ 4,181 





Maximum Credit Outstanding 
Available as at Dec. 31, 2000 
(thousands) 
Canadian Chartered Bank $20,000 Nil 
Credit Union Central 
of Ontario $10,000 Nil 


The borrowings are guaranteed by the Minister’s guarantee on 
behalf of the Province of Ontario. The interest rate on all lines 
of credit is Bankers’Acceptance rates plus 14 basis points. 
These lines of credit expire on December 31, 2001. 


4. Accrual for deposit insurance losses: 


The provision for losses includes specific provisions for known 
ot likely losses from specific member institutions and a general 
provision for losses not identified with specific institutions. 
That portion of the provision for losses recorded in the year 
and in previous yeats which has not yet required payment by 
the Corporation is shown in liabilities on the Statement of 
Financial Position as accrual for deposit insurance losses. 


2000 1999 
(thousands) 
Accrual for deposit insurance losses, 
beginning of year $ 14,541 $18,037 
Changes in respect of member 
institutions where a loss was 
identified in the current year : 
- Increase in Accrual for 
deposit insurance losses - 1,500 
Changes in respect of member 
institutions where a loss was 
identified in prior years: 
- (Decrease) Increase in deposit 
insurance advances recoverable (930) 1,221 
- Decrease in Accrual for 
deposit insurance losses (1,724) (6,535) 
Change in general provision 
for losses (500) (500) 
$ 11,387 $13,723 
Net deposit insurance recoveries 780 818 
Acctual for deposit insurance losses, 
end of year $ 12,167 $14,541 


The general provision for losses included in the accrual for 
deposit insurance losses amounted to $3,000,000 (1999 - 
$3,500,000) and is calculated in accordance with the methodol- 
ogy as described in note 1(b). 


The Corporation has provided deficiency coverage agreements 
to two credit unions to facilitate the merger of one credit union 
and the sale of assets of another. These agreements provide 
protection to the acquiring credit unions in the event that a por- 
tion of the principal and income on certain commercial and 
retail loans is at risk. These amounts are fully provided in the 
accrual for deposit insurance losses. The coverage is in force on 
a diminishing basis for four years from the date of the agree- 
ment. A fee of one per cent per annum on the diminishing bal- 
ance is payable by these credit unions to cover the cost of 
administering the agreements. 


5. Lease Commitments: 


The operating lease for the Corporation’s premises is for the 
term commencing January 1, 1998 and ending August 5, 2007. 
The future minimum rent is $123,000 for years one to five and 
$140,000 for years six to ten. In addition, the Corporation is 
required to pay property taxes and common area maintenance 
costs. 
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6. Income Taxes: 


The Corporation is subject to income taxes under the Income 
Tax Act. It has accumulated losses for income tax purposes of 
$46,473,000. They expire as follows: 





Originating Expiring Amount 
Taxation Year Taxation Year (thousands) 
1994 2001 $ 6,619 
1995 2002 6,987 
1996 2003 7,566 
1997 2004 7,449 
1998 2005 6,885 
1999 2006 Di2 
2000 2007 Seg O95 
$ 46,473 


7. Pension Plan: 


The Corporation substantially collapsed the defined benefit 
pension plan and transferred the applicable past service actuar- 
ial values as at December 31,1998 to a defined contribution 
plan as elected by all its then current employees. All past service 
costs have been accounted for on the plan revision. The 
Corporation’s pension expense charged to income for 2000 was 
$316,000 (1999-$321,000) 


8. Future non-pension post-retirement benefits: 


The Corporation accounts for the current value of future non- 
pension post-retirement benefits. The accrued obligation as at 
December 31, 2000, as actuarially determined, is $590,000 
(1999-$538,000). Current service costs, including interest, were 
$69,000. These costs are subject to actuarial re-evaluation 
resulting from emerging experience gains and losses. 


The assumptions used in the actuarial valuation of the future 
benefits obligations consisted of: interest rate of 7.25%, rate of 
compensation increase of 4.5%, annual rate of increase in den- 
tal costs of 4.5% and annual rate of increase in medical cost of 
8%, grading down to 4.5% per annum over 5 years. 


9. Directors’ Expense: 


During the year the directors received an ageregate remunera- 
tion of $81,000 (1999 - $93,000). Total directors’ expense was 
$52,000 (1999 - $69,000).The fixed per diem rate for the Chair 
is $500 and for all other board members it is $300. 


10. Contingencies: 


The Corporation is subject to various legal actions brought 
against it in the normal course of business, when acting in the 
capacity of administrator or liquidator. It is the view of the 
Corporation’s management that these actions will be success- 
fully defended. Accordingly, no provisions have been made in 
these financial statements. 


11. Fair Value Disclosure: 


The fair value of financial assets and liabilities which include 
cash, investment, accounts and interest receivable, payables and 
accruals, and premium rebate payable approximate their carry- 
ing amounts. 


The fair value of deposit insurance advances recoverable and 
the accrual for deposit insurance losses have not been deter- 
mined because it is not practicable to determine fair value with 
sufficient reliability. 


12. Compensation: 


The following information is furnished in compliance with the 
Public Sector Salary Disclosure Act, 1996. 








Employee Position held Compensation Taxable 
a a ann dt ease is Benefits 
Brydges, Barry Vice President 

Stabilization Services $ 123,377 $ 8,995 
Burgman, John Chief Information 

Officer $ 102,596 $ 8,723 
Charbonneau, Robert Vice President 

Insurance $ 123,719 $ 8378 
Foster, C-William D. Vice President 

Asset Management 

& Recoveries $ 133,461 $ 8474 
Kingston, Tom Director 

Administration $ 117,219 $ 7,236 
Maxwell, James Chief Administrative 

& Financial Officer $ 117,419 $ 10,763 
Poprawa, Andrew President and CEO. $ 187,815 $ 9,838 


13. Comparative figures: 


Certain comparative figures for 1999 have been restated to con- 
form with the financial statement presentation adopted for 
2000. 


CORPORATION’S REPORT ON LIQUIDATIONS 


It is the responsibility of the liquidator to maximize the 
recovery of the assets of the member institution in dis- 
solution for the benefit of all creditors. As the deposit 
insurer, the Deposit Insurance Corporation of Ontario 
(DICO) is usually the largest unsecured creditor of a dis- 
solved member institution. As a result, DICO has a direct 
interest in ensuring that the liquidator’s duties and 
responsibilities are managed in an efficient, cost effective 
manner. DICO, in its capacity as liquidator, employs 
internal resources for the purpose of collecting, monitor- 
ing and realizing on the assets of member institutions in 
liquidation. 


DICO believes it can best manage its losses by directly 
controlling the liquidation process. Through direct con- 
trol and management, DICO can also protect neighbour- 
ing member institutions from any potential loss of confi- 
dence. 


Under the Credit Unions and Caisses Populatres Act, the liq- 
uidator is required to prepare a statement of affairs at the 
date of liquidation. It is DICO’s practice as liquidator to 
commission independent accountants to prepare such 
statements of affairs. To minimize liquidation costs and 
avoid any potential delay in conducting the liquidation, 
DICO does not require that these statements of affairs be 
audited. Consequently, in the absence of opening audited 
financial information, the liquidator’s auditors, KPMG LLP, 
qualify their report on the results of DICO’s activities as 
liquidator. 


DICO did not accept any new appointments as liquidator 
in fiscal 2000. DICO in its capacity as liquidator, recov- 
ered $1.8 million from the liquidation of assets and paid 
creditors’ claims totalling $1.5 million. In certain cases, 
assets ate sold on a going concern basis to another mem- 
ber institution for which payment is made by the assump- 
tion of an equal value of depositor claims. 


In situations where it is expected that a call will be made 
on DICO’s deposit insurance coverage, DICO is appoint- 
ed liquidator. To date, in most liquidations managed by 
DICO, the member institution reported a deficit at the 
time of liquidation. A deficit occurs when reported assets 
ate insufficient to satisfy all deposits and other liabilities 
and member shares. DICO paid insured depositors on 
behalf of the liquidating member institution and estab- 
lished a provision for deposit insurance losses to reflect 


the anticipated loss. We are pleased to advise that, in a 
number of instances, DICO’s asset realizations have 
exceeded expectations. This has permitted DICO to 
either reduce or eliminate its loss provision for the asso- 
ciated member institution. Additionally, since 1997, 
DICO has paid dividends to members of 11 liquidated 
member institutions. These dividends represent surplus 
funds from recoveries after the payment of all deposits, 
other liabilities, liquidator fees and costs. 


As at December 31, 2000, the book value of the com- 
bined assets remaining to be liquidated totalled $15.7 mil- 
lion. The vast majority of these assets represent impaired 
loans. Accordingly, the estimated recoveries on these 
assets will be significantly below the amounts recorded. 


Management’s best estimate of these future recoverties is 
$4.8 million. 


fraewy—" f, 


C.W.D. Foster 
Vice President, 


Asset Management 


Andrew Poprawa, CA 
President & 
Chief Executive Officer 


and Recoveries 


Toronto, Canada 
January 19, 2001 


AUDITOR’S REPORT 


al 


KPMG LLP 


To the Board of Directors of Deposit Insurance 
Corporation of Ontario 


We have audited the statement of combined assets and 
creditors’ claims as at December 31, 2000 under the con- 
trol of Deposit Insurance Corporation of Ontario as liq- 
uidator and the statement of changes in combined assets 
and creditors’ claims for the year then ended. These 
financial statements are the responsibility of the 
Corporation’s management. Our responsibility is to 
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express an opinion on these financial state- 
ments based on our audit. 


Except as explained in the following para- 
graph, we conducted our audit in accor- 
dance with Canadian generally accepted 
auditing standards. Those standards require 
that we plan and perform an audit to obtain 
reasonable assurance whether the financial 
statements are free of material misstate- 
ment. An audit includes examining, on a test 
basis, evidence supporting the amounts and 
disclosures in the financial statements. An 
audit also includes assessing the accounting 
principles used and significant estimates 
made by management, as well as evaluating 
the overall financial statement presentation. 


Upon appointment as liquidator of a credit 
union or caisse populaire, the Corporation 
engages independent accountants to prepare 
an unaudited statement of affairs which sets 
out the assets and creditors’ claims as at the 
date of commencement of the liquidation. 
As the statements of affairs are unaudited, 
we are unable to verify whether the books 
and records of the credit unions/caisses 
populaires are complete and accurate at the 
commencement of liquidation. 


In our opinion, except for the effect of 
adjustments, if any, which we might have 
determined to be necessary had we been 
able to verify the assets and creditors’ claims 
taken under the control of the Corporation 
at the commencement of liquidation, these 
financial statements present fairly, in all 
material respects, the combined assets and 
creditors’ claims under the control of the 
Corporation as liquidator as at December 
31, 2000 and the changes in the combined 
assets and creditors’ claims for the year then 











ended in accordance with the basis of | 


accounting disclosed in note 1. 


KU nee 


Chartered Accountants 
Toronto, Canada 
January 19, 2001 


DEPOSIT INSURANCE CORPORATION OF ONTARIO AS LIQUIDATOR 


STATEMENT OF COMBINED ASSETS AND 
CREDITORS’ CLAIMS UNDER THE CONTROL 
OF THE CORPORATION AS LIQUIDATOR 


DECEMBER 31, 2000, WITH COMPARATIVE FIGURES FOR 1999 (IN THOUSANDS OF DOLLARS) 





__ 2000 _ _ 1999 
ASSETS 
Cash (Note 2) > 13/6 $ 61,326 
Loans, at gross book value 15;229 15,565 
Investments and other assets 450 363 
Real estate held for sale ae 640 640 

> 15,095 $ 17,894 

CREDITORS’ CLAIMS 
Deposit Insurance 
Corporation of Ontario DER PAPAL $ 33,224 
Deposits 3,001 3,630 
Other claims ; 3,586 : 4,47 0 
Total creditors’ claims $ 38,884 $ 41,324 


See accompanying notes to the statement of combined assets and 
creditors’ claims under the control of the Corporation as liquidator. 


On behalf of the Board: 


Mar yu Wi Ace— 


Director 





= oe P —-«<Director 





DEPOSIT INSURANCE CORPORATION OF ONTARIO AS LIQUIDATOR 


STATEMENT OF CHANGES IN COMBINED ASSETS AND CREDITORS’ CLAIMS 


YEAR ENDED DECEMBER 31, 2000 (/N THOUSANDS OF DOLLARS) 


ASSETS: 


Opening assets 

Add: Assets assumed as a result of new liquidations 

Less: Uncollectable loans transferred to DICO 

Less: Assets realized during the year (includes opening cash) 
Sub-total 

Add: Increase in cash position retained by Liquidator 


Total Assets 


CREDITORS’ CLAIMS: 


DICO’s Claim 

Opening claim 

Less: Payments to DICO 

Less: Claims abandoned by DICO that were uncollectable (Note 3) 


Closing claim of DICO 

Other Creditors’ and Depositors’ Claims 

Opening claims 

Add: Claims as a result of new liquidations assumed 
Less: Claims paid during the year 

Less: Unclaimed deposits assumed by DICO (Note 3) 


Closing Creditors’ and Depositors’ Claims 


Total Creditors’ Claims 


$15,695 


$33,224 
(137) 
(790) 


$32,297 


$ 8,100 


1,477) 
AWG, 


eeaebees 


$38,884 


See accompanying notes to the statement of combined assets and creditors’ claims under the 


control of the Corporation as liquidator. 
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$25,740 


(379) 
(6,637) 
18,724 

(830) 


$17,894 


$35,142 
(911) 
(1,007) 


$33,224 


$15,879 
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NOTES TO STATEMENT OF COMBINED ASSETS AND CREDITORS’ CLAIMS 
UNDER THE CONTROL OF THE CORPORATION AS LIQUIDATOR 


YEAR ENDED DECEMBER 31, 2000 


Deposit Insurance Corporation of Ontario (the 
“Corporation’’) is, from time to time, appointed liquida- 
tor of credit unions and caisses populaires. In this capac- 
ity, the Corporation is responsible for the individual liqui- 
dation of a member institution’s assets in an orderly man- 
ner and applying the proceeds towards the claims of its 
creditors. These financial statements are a combination of 
the financial statements of 23 (1999 - 31) credit unions 
and caisses populaires currently in liquidation, each liqui- 
dation being carried out as a separate legal proceeding. 


1. SIGNIFICANT ACCOUNTING POLICIES: 


(a) Basis of presentation: 

These statements of combined assets and creditors’ 
claims and changes in combined assets and creditors’ 
claims under the control of the Corporation ate prepared 
on the basis of accounting disclosed in these notes. Upon 
commencement of liquidation of a credit union/caisse 
populaire, its financial statements cease to be prepared on 
a going concern basis and all transactions are recorded on 
a cash basis. 


These financial statements present the combined assets 
and creditors’ claims of all the credit unions and caisses 
populaires currently being liquidated by the Corporation. 
The reader of this statement is cautioned that this statement is_not 
prepared in accordance with generally accepted accounting principles 
and the amount of assets under the control of the Corporation does 
not purport to be the expected recoverable amount or their fair value. 


(b) Loans: 

Loans are recorded at the book value of the outstanding 
amount at the date of liquidation less cash received for 
the principal payments in the liquidation period. No 
allowance for loan losses has been recorded and no 
attempt has been made to estimate the net recoverable 
amount from loans. 


Due to their nature, a substantial portion of the loans are 
considered impaired, as there is doubt about the timely 
collection of principal and interest in full. 


(c) Investments and other assets: 
Investments and other assets are stated at their book val- 
ues as at the date of liquidation. 


(d) Real estate held for sale: 
Real estate is stated at the net book value as recorded at 
the date of liquidation. Depreciation is not recorded. 


(e) Creditors’ Claims: 

The Deposit Insurance Corporation of Ontario (DICO) 
insures deposits of members of credit unions and caisses 
populaires to the statutory limit. In the event of the liqui- 
dation of a member institution, the Corporation pays 
insured depositors and thus assumes the depositors’ 
claims against the assets of the credit unions and caisses 
populaires in liquidation. The amounts owing to DICO 
represent the Corporation’s claims against the assets of 
23 (1999 - 31) credit unions and caisses populaires cur- 
rently in liquidation. 


(f) Contingencies: 

Certain credit unions/caisses populaires in liquidation are 
plaintiffs or defendants in lawsuits. However, no potential 
gains ot losses from the legal actions have been recorded. 


2. CASH FLOWS: 











2000 — 1999 
(thousands) 
Cash, beginning of year $ 1,326 pA lis 
Assets realized during the year LS 6,637 
Net liquidation (expenses) income (111) 1,195 
Payments to DICO (137) (11) 
Total cash available $ 2,853 $ 9,077 
Less: Payment of creditors’ claims (1,477) (7,751) 
Cash, end of year $ 1,376 $ 1,326 


3. CREDITORS’ CLAIMS: 


During the year 2000, DICO’s unsatisfied claims against 
8 credit unions were abandoned by DICO and removed 
from the financial statements upon the completion of the 
liquidation as it was determined that there would be no 
further realization on these credit unions’ assets. 


DEPOSIT INSURANCE CORPORATION OF ONTARIO’S MEMBER INSTITUTIONS 


Credits Unions 


3M Employees' (London) Credit Union Ltd 

Adjala Credit Union Ltd 

Air - Toronto Credit Union Ltd 

Airline (Malton) Credit Union Ltd 

All Trans Credit Union Ltd 

APPLE Community Credit Union Ltd 

Arnstein Community Credit Union Ltd 

ASCU Community Credit Union Ltd 

Atlas and Civic Employees’ (Niagara Region) Credit 
Union Ltd 

Auto Workers (Ajax) Credit Union Ltd 

Auto Workers Community Credit Union Ltd 

Bay Credit Union Ltd 

Bayshore Credit Union Ltd. 

Black & McDonald Employees' (Toronto) Credit 
Union Ltd 

Brant Community Credit Union Ltd 

Brantford Municipal Employees Credit Union Ltd 
Brewers Warehousing Employees (Hamilton) Credit 
Union Ltd 

Brewers Warehousing Employees (Kitchener) Credit 
Union Ltd 

Budd Automotive Employees (Kitchener) Credit 
Union Ltd 

Buduchnist Credit Union Ltd 

Burlington Municipal Employees Credit Union Ltd 
C.B.C. (Toronto) Credit Union Ltd 

C.C.G.1. Retail Store Employees (Ontario) Credit 
Union Ltd 

C.N. (London) Credit Union Ltd 

C.N.R. Employees (Lakehead Terminal) Credit 
Union Ltd 

Caldist Employees' (Amherstburg) Credit Union Ltd 
Camera Heights (Mt. Dennis) Credit Union Ltd 
Campbell's Employees' (Toronto) Credit Union Ltd 
Canada Sand Papers Employees' (Plattsville) Credit 
Union Ltd 

Canadian General Tower Employees (Galt) Credit 
Union Ltd 

Canadian Shredded Wheat (Niagara Falls) Credit 
Union Ltd 

Canadian Standards Employees (Rexdale) Credit 
Union Ltd 

Canadian Transportation Employees' Credit Union Ltd. 
Canal City Savings and Credit Union Ltd 

Canco Employees’ (Hamilton) Credit Union Ltd 
Cangeco (Guelph) Credit Union Ltd 

CARE Credit Union Ltd 

Casco Employees’ (Cardinal) Credit Union Ltd 
Cataract Savings & Credit Union Ltd 

CCB Employees' Credit Union Ltd 

CIMCO Employees’ (Toronto) Credit Union Ltd 

City Savings & Credit Union Ltd 

The Civil Service Co-operative Credit Society Ltd 
Clarkson Oilworkers Credit Union Ltd 

Clinton Community Credit Union Ltd 
Communication Technologies Credit Union Ltd 
Communications Workers' (Toronto) Credit Union Ltd 
Community Saving & Credit Union Ltd 

Cornwall General Hospital Employees’ Credit Union Ltd 


Croatian (Toronto) Credit Union Ltd 

Crown Cork & Seal Employees Credit Union Ltd 
Czechoslovak (Toronto) Credit Union Ltd 

Dana Canada Employees' (Ontario) Credit Union Ltd 
Domtar Newsprint Employees (Trenton) Credit 
Union Ltd 

DUCA Financial Services Credit Union Ltd. 
Dundalk District Credit Union Ltd 

Dunnville and District Credit Union Ltd 

Durham Educational Employees’ Credit Union Ltd 
Eaton Springs Canada Employees (Chatham) Credit 
Union Ltd 

Education Family Savings And Credit Union Ltd 
Employees of Dofasco (Hamilton) Credit Union Ltd 
Espanola & District Credit Union Ltd 

Estonian (Toronto) Credit Union Ltd 

Etobicoke Aluminum Employees' Credit Union Ltd 
Etobicoke Teachers' Credit Union Ltd 

Eureka Employees’ (Woodstock) Credit Union Ltd 
Federal Employees (Hamilton) Credit Union Ltd 
Federal Employees (Kingston) Credit Union Ltd 
Fiberglas Employees (Guelph) Credit Union Ltd 
Finnish (Toronto) Credit Union Ltd 

The Fire Department Employees Credit Union Ltd 
FirstOntario Credit Union Ltd 

Food Family Credit Union Ltd 

Fort Erie Community Credit Union Ltd 

Fort York Community Credit Union Ltd 

G.S.W. (Fergus) Credit Union Ltd 

Ganaraska Credit Union Ltd. 

Garden City Credit Union Ltd 

Genfast Employees Credit Union Ltd 

Goderich Community Credit Union Ltd 

Goodyear Employees (Bowmanville) Credit Union Ltd 
Great Lakes Community Credit Union Ltd 

Guelph & Wellington Credit Union Ltd 

Hald - Nor Community Credit Union Ltd 

Halton Community Credit Union Ltd 

Hamilton Community Credit Union Ltd 

Hamilton Hydro-Electric Employees’ Credit Union Ltd 
Hamilton Municipal Employees’ Credit Union Ltd 
Hamilton Teachers' Credit Union Ltd 

Health Care Credit Union Ltd 

Health Centre (Owen Sound) Employees Credit 
Union Ltd 

HECO Employees' (Ottawa) Credit Union Ltd 
Hepcoe Credit Union Ltd 

Heritage Savings & Credit Union Inc. 

Hir-Walk Employees’ (Windsor) Credit Union Ltd 
Hobart Employees' (Owen Sound) Credit Union Ltd 
Holy Angel's & St. Anne's Parish (St. Thomas) 
Credit Union Ltd 

Holy Family Catholic Parishes Credit Union Ltd. 
Holy Family Parish (Toronto) Credit Union Ltd 
Holy Name Parish (Pembroke) Credit Union Ltd 
Howard Smith (Cornwall) Credit Union Ltd 
Howell Lithographic Employees (Hamilton) Credit 
Union Ltd. 

Hussmann Employees’ (Brantford) Credit Union Ltd 
Innisfil Credit Union Ltd. 

Iroquois Falls Community Credit Union Ltd 

Italian Canadian Savings & Credit Union Ltd 


The Japanese Canadian (Toronto) Credit Union Ltd 
John E. Krek's Slovenian (Toronto) Credit Union Ltd 
Kakabeka Falls Community Credit Union Ltd 
Kawartha Credit Union Ltd 

Kellogg Employees Credit Union Ltd 

Kenora District Credit Union Ltd 

Kingston Community Credit Union Ltd 

King-York Newsmen Toronto Credit Union Ltd 
Korean (Toronto) Credit Union Ltd 

Korean Catholic Church Credit Union Ltd 

Kraft Canada Employees’ (Cobourg) Credit Union Ltd 
L.I.U.N.A. Local 183 Credit Union Ltd 

Labatt Employees' (London) Credit Union Ltd 
Labatt's Employees' (Toronto) Credit Union Ltd 
Lafontaine Credit Union Ltd 

Lakewood Credit Union Ltd 

Lasco Employees' (Whitby) Credit Union Ltd 
Latvian Credit Union Ltd 

Lear Seating Canada Employees' (Kitchener) Credit 
Union Ltd 

London and District School Staffs' Credit Union Ltd 
London Civic Employees' Credit Union Ltd 
London Diesel Employees' Credit Union Ltd 
London Fire Fighters' Credit Union Ltd 

London Free Press Employees’ Credit Union Ltd 
Maitland Credit Union Ltd 

Maple Leaf Savings and Credit Union Ltd 
Mariposa Community Credit Union Ltd 
McCormick's Employees (London) Credit Union Ltd 
McMaster Savings and Credit Union Ltd 

The Medical-Dental Financial, Savings & Credit 
Union Ltd 

Member Savings Credit Union Ltd 

Mennonite Savings and Credit Union (Ontario) Ltd 
Metro Credit Union Ltd 

Metropolitan Separate School Board Employees 
Credit Union Ltd 

Miracle Credit Union Ltd. 

Mitchell & District Credit Union Ltd 

Molson Brewery Employees Credit Union Ltd 
Moore Employees' Credit Union Ltd 

Motor City Community Credit Union Ltd 
Municipal Employees (Chatham) Credit Union Ltd 
Nasco Employees' Credit Union Ltd 

NCR Employees' Credit Union Ltd. 

Niagara Credit Union Ltd 

Nickel Centre Credit Union Ltd 

Nortel Savings and Loan Credit Union Ltd 

North Huron Credit Union Ltd 

North York Community Credit Union Ltd 

Northern Credit Union Ltd 

Northern Lights Credit Union Ltd 

Northland Savings and Credit Union Ltd 
Northridge Savings & Credit Union Ltd 

O.W.L. (Orillia) Credit Union Ltd 

ONR Employees' (North Bay) Credit Union Ltd 
Ontario Civil Service Credit Union Ltd 

Ontario Educational Credit Union Ltd 

Ontario Provincal Police Association Credit Union Ltd 
Oregon Employees Credit Union Ltd 

Oshawa Community Credit Union Ltd 


2000 ANNUAL REPORT 25 


Ottawa Carleton Credit Union Ltd 

Ottawa District C.RPR. Employees' Credit Union Ltd 
Ottawa Fire Fighters' Credit Union Ltd 

Ottawa Women's Credit Union Ltd 
Ottawa-Carleton Police Credit Union Ltd 

Owen Sound Glassworkers Credit Union Ltd 
Pace Savings & Credit Union Ltd 

Parama Lithuanian Credit Union Ltd 

Parry Sound Muskoka Credit Union Ltd 

Pedeco (Brockville) Credit Union Ltd 

Peek Frean Employees’ (Toronto) Credit Union Ltd 
Peterborough Community Credit Union Ltd 
Peterborough Municipal Employees Credit Union Ltd 
Photel (Toronto) Credit Union Ltd 

Pitney-Bowes Employees' (Toronto) Credit Union Ltd 
The Police Credit Union Ltd 

Polish (London) Credit Union Ltd 

Polish (Ottawa) Credit Union Ltd 

Polish (St. Catharines) Credit Union Ltd 

Polish Alliance (Brant) Credit Union Ltd 

Polysar Lambton Credit Union Ltd 

Portuguese Canadian (Toronto) Credit Union Ltd 
Prime Savings Credit Union Ltd 

Provincial Alliance Credit Union Ltd 

Provincial Public Service Employees (Algoma) 
Credit Union Ltd. 

Psychiatric Research Institute Employees' (London) 
Credit Union Ltd 

Quaker & OMC Industrial Credit Union Ltd 

Quinte Community Savings & Credit Union Ltd 
R.B.W. Employees' (Owen Sound) Credit Union Ltd 
Railway Employees' (Sarnia) Credit Union Ltd 
Regional Health Services Credit Union Ltd 
Resurrection Parish (Toronto) Credit Union Ltd 
Richards - Wilcox Employees’ (London) Credit 
Union Ltd 

Rideau/St. Lawrence Savings & Credit Union Ltd 
Rochdale Credit Union Ltd 

Saskatchewan Pool Employees' (Port Arthur) Credit 
Union Ltd 

Saugeen Community Credit Union Ltd 
Scarborough General Hospital Employees' Credit 
Union Ltd 

Shelburne Credit Union Ltd 

Sheridan Park Credit Union Ltd 

Slater Steels (Special Bar Division) Credit Union Ltd 
Slovenia Parishes (Toronto) Credit Union Ltd 
Smiths Falls Community Credit Union Ltd 

Sonoco Employees (Brantford) Credit Union Ltd 
So-Use Credit Union Ltd 

Southwest Regional Credit Union Ltd. 

St. Catharines Civic Employees' Credit Union Ltd. 
St. Elizabeth of Hungary Parish (Toronto) Credit 
Union Ltd 

St. Josaphat's Parish (Toronto) Credit Union Ltd 
St. Mary's (Toronto) Credit Union Ltd 

St. Marys Paperworkers Credit Union Ltd 

St. Peter's Parish (Peterborough) Credit Union Ltd 
St. Stanislaus-St. Casimir's Polish Parishes Credit 
Union Ltd 

St. Thomas District Teachers' Credit Union Ltd 

St. Thomas Provincial Civil Servants Credit Union Ltd 
St. Willibrord Community Credit Union Ltd 


Standard Tube Employees' (Woodstock) Credit 
Union Ltd 

Starnews Credit Union Ltd 

State Farm (Toronto) Credit Union Ltd 

Stelco Finishing Works Credit Union Ltd 

Sudbury Regional Credit Union Ltd 

Sun Parlor Community Credit Union Ltd 
Sunnybrook Credit Union Ltd 

Superior Credit Union Ltd 

Sydenham Community Credit Union Ltd 

T.H. & B. Employees' Credit Union Ltd 

Taiwanese - Canadian Toronto Credit Union Ltd 
Talka Lithuanian Credit Union Ltd 

TEAME Credit Union Ltd 

Thamesville Community Credit Union Ltd 
Thorold Community Credit Union Ltd 

Thunder Bay Elevators Employees' Credit Union Ltd 
Timberland Employees' (Woodstock) Credit Union Ltd 
Timmins Regional Credit Union Ltd. 

Tobacco Workers' (Guelph) Credit Union Ltd 
Toromont Employees Credit Union Ltd. 

The Toronto Electrical Utilities Credit Union Ltd 
The Toronto Municipal Employee's Credit Union Ltd 
Twin Oak Credit Union Ltd. 

Ukrainian (St. Catharines) Credit Union Ltd 
Ukrainian Credit Union Ltd 

Unigasco Credit Union Ltd 

Unilever Employees Credit Union Ltd 

United Counties Educational (Cornwall) Credit 
Union Ltd 

United Employees Credit Union Ltd 

United Fuel Employees’ (Hamilton) Credit Union Ltd 
United Ukrainian (Hamilton-Wentworth-Halton) 
Credit Union Ltd 

Unity Savings and Credit Union Ltd 

Utilities Employees' (Windsor) Credit Union Ltd 
Victory (London) Credit Union Ltd 

Victory Community Credit Union Ltd 

Walker Exhausts Employees' Credit Union Ltd 
Wallace Barnes Employees' Credit Union Ltd 
Waterloo Couty Education Credit Union Ltd 
Waterloo Regional Credit Union Ltd 

WCB Credit Union Ltd 

Weatherhead Employees (St. Thomas) Credit Union Ltd 
West Fort William Credit Union Ltd 

William S. Gibson Employees' Credit Union (Mt. 
Dennis) Ltd 

Windsor and Essex Educational Credit Union Ltd 
Windsor City Centre Credit Union Ltd. 

Windsor Family Credit Union Ltd 

Windsor-Essex County Catholic Parishes Credit 
Union Ltd. 

Winona Provincial Civil Servants Credit Union Ltd 
Woodslee Credit Union Ltd 

Worthington Employees (Brantford) Credit Union Ltd 
York County Hospital Employees' (Newmarket) 
Credit Union Ltd 


Caisses populaires 


Caisse populaire Alexandria Limitée 

Caisse populaire Azilda Inc. 

Caisse populaire d'Alban Limitée 

Caisse populaire d'Alfred Ltée 

Caisse populaire de Bonfield Ltée 

La Caisse populaire de Carlsbad Springs Ltée 
La Caisse populaire de Casselman Ltée 

La Caisse populaire de Clarence Creek Ltée 
Caisse populaire de Cochrane Ltée 

Caisse populaire de Cornwall Inc. 

La Caisse populaire de Field Ltée 

Caisse populaire de Hawkesbury Ltée 

Caisse populaire de Hearst Ltée 

Caisse populaire de Kapuskasing Ltée 

Caisse populaire de Limoges Ltée 

Caisse populaire de Mattawa Ltée 

Caisse populaire de Mattice Ltée 

La Caisse populaire de New Liskeard Ltée 
Caisse populaire de Noélville Ltée 

Caisse populaire de North Bay Ltée 

Caisse populaire de Pointe-aux-Roches Ltée 
Caisse populaire de Port Colborne Ltée 
Caisse populaire de Sarsfield Ltée 

Caisse populaire de St-Albert Inc. 

Caisse populaire de Técumseh Inc. 

La Caisse populaire de Timmins Ltée 

Caisse populaire de Verner Ltée 

La Caisse populaire d'Earlton Ltée 

Caisse populaire d'Orléans Inc. 

Caisse populaire Embrun Inc. 

Caisse populaire Hammond Ltée 

Caisse Populaire Héritage D'Ottawa-QOuest Inc. 
La Caisse populaire Lasalle Sudbury Ltée 
Caisse populaire Notre-Dame d'Ottawa Inc. 
Caisse populaire Roussel de Coniston Ltée 
La Caisse populaire St. Bernardin Ltée 
Caisse populaire St-Charles Boromée Ltée 
La Caisse populaire St-Charles d'Ottawa Ltée 
La Caisse populaire Ste-Anne de Prescott Ltée 
Caisse populaire Ste-Anne de Sudbury Ltée 
Caisse populaire Ste-Anne-Laurier d'Ottawa Inc. 
La Caisse populaire Ste-Geneviéve Ltée 

La Caisse populaire St-lsidore Ltée 

Caisse populaire St-Jacques de Hanmer Inc. 
Caisse populaire St-Jean de Brébeuf (Sudbury) Ltée 
Caisse populaire Sturgeon Falls Ltée 

Caisse populaire Trillium Inc. 

Caisse populaire Val Caron Ltée 

Caisse populaire Vermillion 

Caisse populaire Welland Ltée 
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February 28, 2002 


The Honourable James M. Flaherty 
Minister of Finance 

Frost Building South, 7th floor 

7 Queen's Park Crescent 

Toronto, Ontario 

M7A 1Y7 


Dear Minister: 
I have the honour to submit to you and the Superintendent of the Financial Services Commission of 


Ontario the Annual Report of the Deposit Insurance Corporation of Ontario for the 12 month period 
ended December 31, 2001. 


Yours truly, 


WAY yuo CMWihee— 


fa) : : ( 
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ouncil to serve for various terms of usually up to three years. At least four of the members of the Board 
individuals nominated by the credit union and caisse populaire movement. 


Ws a unique appointments process to ensure that it recruits the best qualified people to its Board. The Corporation has 
ed a skills profile in addition to a position description for directors. DICO has also established a gender, experience, ski 
raphic representation profile for the Board as a whole to ensure that it maintains an appropriate balance of these attrib- 
potential candidates for the Board are screened and interviewed by a committee of the Board prior to being recomm 
intment to the Minister. In each case, DICO provides the Minister with more than one candidate for each position. On 

er has made a selection, that recommendation is forwarded to the Cabinet for approval. : 


lows best practices in corporate governance including: 


al director orientation process; 
director development; 
sion planning; 
d assessment and feedback; 
amera sessions; and 
gic planning session. 





Sub-Committees of the Board 


Audit and Finance Committee 

This committee reviews recommendations made by the internal and 
external auditors regarding internal controls and procedures and 
ensures that appropriate action is taken. The committee also reviews 
the investment policies and procedures as well as monthly and 
annual financial statements of the Corporation. 

¢ Heather Nicol, Chair 

¢ Barbara Boake 

¢ Margaret C. McNee, ex-officio 


Corporate Policy Committee 

This committee reviews and makes recommendations to the Board 
on governance, corporate policy issues, bylaws and policies. The 
committee also acts as a co-ordinator of the Board for special proj- 
ects such as corporate strategic planning. 

¢ Margaret C. McNee, Chair 

¢ David A. Lemmon 

¢ Heather Nicol 

¢ Ron Fitzgerald 
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Human Resources Committee 

This committee reviews and makes recommendations to the Board 
on policies relating to the Corporation’s human resources plans, 
compensation, employee benefits and related matters. 

¢ Ron Fitzgerald, Chair 

¢ Heather Nicol 

e Margaret C. McNee, ex-officio 


Risk Management Committee 

This committee reviews the principal risks to the Corporation includ- 
ing deposit insurance risk exposure and makes recommendations to 
the Board regarding risk assessment and risk management policies, 
programs and guidelines. 

e David A. Lemmon, Chair 

¢ Benoit Martin 

Bruce Neville 

Bill Spinney 

Margaret C. McNee, ex-officio 





Chair's Remarks 





Margaret C. McNee 
Chair of the Board of Directors 


On behalf of the Board of Directors of the Deposit 
Insurance Corporation of Ontario (DICO) I am 
pleased to report that the Corporation has completed 
another successful year of operations and achieved its 
major goals for the year: 


e the insurance fund grew to $29 million; 

e a new risk-based premium regime was successfully 
implemented; 

e overall average premiums were reduced by 50%; 

e our loan guarantee was extended by the govern- 
ment for a further two year period; 

e new claims against the insurance reserve fund were 
limited to $3.5 million; 

e the failures of two member institutions were man- 
aged without a loss of public confidence; and 

e no depositors were exposed to the loss of their 
deposits placed with a credit union or caisse popu- 
laire. 


By the end of 2001 DICO was well on its way 
towards the achievement of the key strategic objec- 


tives as laid out in our Corporate Plan 2001-2005 
published in 2000. As at December 31, 2001 the 


insurance fund stood at $29 million - $9 million 
ahead of plan. These results were achieved despite 
new claims of $3.5 million against the fund due to 
institutional failures and an overall reduction of 50% 
in deposit insurance premiums to the system. 


The asset base of the credit union and caisse popu- 
laire movement in Ontario continues to grow in the 
face of increasing competition and consolidation in 
the financial services sector. Over the past year, the 
system's assets have grown by 8.6% and the capital 
ratio has been maintained despite the number of 
institutions falling by 19. Using a measure of aggre- 
gate risk based on our differential premium rating 
system, the overall financial and operational health of 
the Ontario system is the best it has ever been. The 
credit for these encouraging results belongs to the 
boards and management of our member institutions 
who have worked so hard to ensure that their credit 
unions and caisses populaires are operated in accor- 
dance with high standards of business and financial 
practices. 


DICO'’s strategy for protecting depositors is based on 
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a proactive approach to risk assessment and manage- 
ment by rewarding low risk behaviour through 
lower premiums and through various programs of 
early intervention and problem resolution. This 
approach has proven to significantly reduce losses to 
the insurance reserve fund and enhance the stability 
of the system. 


The Board and staff of DICO have always believed 
that strong corporate governance processes enhance 
the performance of organizations. Last year DICO 
was honoured to be awarded the inaugural 
Conference Board of Canada/Spencer Stuart National 
Corporate Governance Award in the public sector 
category for innovation in corporate governance 
processes. We are committed to continuing our focus 
on corporate governance by introducing further 
enhancements and by further demonstrating our 
accountability to our stakeholders. 


I would like to take this opportunity to express my 
appreciation to all our Board members for their dedi- 
cation and professionalism in working together in the 
interests of all stakeholders. In particular, I would like 
to thank David Lemmon, Jim Poirier and Réal 
Bérubé - all of whom retired from the Board this past 
year, for their tremendous contributions over the past 
years. On behalf of the Board, I would also like to 
express our appreciation to the staff of DICO for 
their continuing support. 


Looking Forward 


The future is always uncertain. With the recent politi- 
cal and economic events that are shaping the outlook 
for 2002 and beyond, it is likely that volatility in the 
markets and general economic environment will con- 
tinue. It has been our experience that well managed 
institutions which embrace high standards of business 
and financial practices are better equipped to face 
such challenging times. 


At DICO and with the support of the system, we 
have used the past few years of good times to get 
ready for the challenges of the future by starting to 
build an insurance reserve fund and putting in place 
strategies that have reduced risk to the fund and, 
consequently, to depositors and the government. 
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For 2002, we have identified a number of key priori- 
ties: 


e obtaining actuarial advice and building a model for 
our insurance reserve fund requirements; 

e consulting with stakeholders on fund options and 
strategies; 

e reviewing and revising our current standards of 
sound business and financial practices by-law 
(By-law #5); and 

e enhancing our risk assessment and management 
capabilities through improved technology and 
internal processes. 


In conclusion, DICO believes that its long-term 
strategic direction supports our mandate to protect 
depositors and the system’s goal to be more competi- 
tive and responsive to its member needs. By exercis- 
ing continued vigilance through our risk assessment 
and management programs and by building a strong 
financial base, DICO believes that we continue to 
protect depositors effectively, reduce the cost of 
depositor protection and contribute to the stability of 
Ontario’s credit unions and caisses populaires. We 
look forward to working with our stakeholders to 
achieve these goals. 


On behalf of the Board of Directors, 


Maryuo CNWihee— 


Margaret C. McNee 
Chair 





Board of Directors 














Partner in the Toronto law firm of McMillan Binch where she practices securities and 
Vv las seconded to the Ontario Securities Commission, Corporate Finance Branch 
ne 1991 to assist in various policy initiatives. In 1994, she acted as a consultant 

ices Polic\ Branch of the Ontario Ministry of Finance. Ms. McNee was appointed 
2000; her term of appointment expires February 9, 2003. 





Margaret C. McNee 





‘Barbara Boake is a Partner with McCarthy Tétrault in the Toronto office where she practices insolvency 
and financial restructuring law. She has acted as a senior advisor to the Minister of Finance (Ontario) 

: egulation of financial institutions. She represents numerous banks, institutional investors, 

nd receivers. Me Boake was appointed on March 01, 2000 and her term expires on 





Barbara Boake 


zgerald retired in 1997 as Chief Executive Officer of The Civil Service Cooperative Credit Society 
(CS COOP). He was also Vice-President of The Association of Credit Unions of Ontario and 
inte | Hepencenl ¢ credit unions at The Canadian Payments Association. He has been actively 








David A. Lemmon 
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Mr. Benoit Martin retired as Electronics & Project Chief Engineer with Computing Devices Canada. His 
activities with the caisses populaires movement included the position of Chair and Vice Chair of La 
Fédération des caisses populaires de l'Ontario, and member and Chair of various caisses populaires. 
Mr. Martin is also active in a number of community organizations. Mr. Martin was appointed February 1, 
~_ | 2001 and his term expires on February 1, 2004. 






« 
Benoit Martin 








Mr. Neville is a principal of Nexus Actuarial Consultants where he specializes in consulting to governments, 

_ their agencies and associations on the financing of workers’ compensation. Mr. Neville served on the 
Board of Credit Union Central of Ontario from 1988 to 1991. He has also served on the Board of 

_MemberOne Credit Union (formerly WCB Credit Union) since 1982. Mr. Neville was appointed on May 1, 

_ 1997 and his term expires on June 6, 2003. 





Bruce Neville 





i Ms. Nicol has worked in finance and business for over thirteen years. Her roles include Chief Financial 


| advisor to a leading Canadian corporation. She is involved in community activities and charitable organi- 
zations. Ms. Nicol was appointed on April 24, 1997 and her term expires on April 28, 2002. 





Heather Nicol 





Bill Spinney is General Manager of Parry Sound Area Community Business and Development Centre 
which provides lending/mentoring to small businesses as well as Community Economic Development 
services. Bill has a background in administration and commercial credit with a chartered bank as well 
as commercial and residential real estate brokerage. Mr. Spinney was appointed on March 31, 2000 
and his term expires on March 30, 2003. 





Bill Spinney 
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2001: Year in Review 





EXECUTIVE TEAM 


From left to right - Front row: Robert Charbonneau, Vice President, Insurance, 
Yasmin Khoja, Executive Assistant, C.William D. Foster, Vice President, Asset 


Management and Recoveries; 


Back row: James Maxwell, Chief Administrative and Financial Officer, 
Barry Brydges, Vice President, Stabilization Services, John Burgman, Chief 
Information Officer, Andrew Poprawa, President & CEO 


The year 2001 was a good year for DICO and its 
member institutions despite a number of challenges - 
particularly in the last quarter of the year. During 
2001 the Corporation met or exceeded all of its 
major objectives for the year. 


The insurance reserve fund grew to $29 million at 
the end of 2001 from $15 million in 2000. This fund 
is available to protect depositors in addition to the 
financial support provided by the government. The 
general health of the credit union/caisse populaire 
system and, consequently, the risk to the insurance 
reserve fund remains relatively stable despite a reduc- 
tion in our member institutions’ financial margins 
resulting from lower interest rates. Increased levels of 
compliance with sound business and financial prac- 
tices have also reduced risk to depositors. 


Insurance Reserve Fund 


DICO's primary financial priority during 2001 was to 
continue to build an insurance reserve fund to protect 
depositors while minimizing claims and premium 


levels. At the end of 2001, the fund amounted to $29 


million compared to our target of $20 million. The 
improvement of $9 million was due primarily to 
higher than expected revenues, lower operating 
expenses and better than expected recoveries on losses 
previously recorded. 


2001 Loss Experience 


As an insurer, DICO expects to pay claims when 
member institutions are unable to meet their obliga- 


INSURANCE F 


- $ Millions 
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tions. During the year, two member institutions 
failed. In one situation, DICO was able to negotiate 
a purchase of 
the assets of the 
failed institu- 
tion by another 
institution at no 
cost to the 
insurance 


Insurance Fund 


New Insurance Losses 
reserve fund. In 
the other situa- 
tion, a resolu- 


Recovery of Losses 


Investments 
tion strategy is 
still being 
implemented as On-Site Verifications - number 


the failure was 


Total Gross Operating Expenses 


reported to 
DICO late in 
the year. Total 


Total Net Operating Expenses 


new claims 
against the insurance reserve fund amounted to $3.5 
million for the year. 


Net recovery of losses of $3.8 million reflected 
recoveries of $7.3 million on losses previously 
incurred. These recoveries reflect DICO's proactive 
approach to recoveries by implementing creative reso- 
lution strategies including rehabilitation, merger, sale 
and litigation to reduce claims costs. The general 
reserve for insurance losses of $3 million remained 
unchanged for the year. 


Premiums 


In consultation with system and government repre- 
sentatives, DICO developed and implemented a risk 
based differential premium system which came into 
effect on January 1, 2001. This new system is 
designed to provide institutions with financial incen- 
tives to improve their risk profiles. As a result of a 
lower schedule of premium rates, DICO's premium 
income was reduced from 2000 by approximately 
45% to $13.9 million. The year 2001 was a transition 
year for institutions moving to the new system. Each 
institution was provided with time to improve its risk 
rating which is then applied to both 2001 and 2002 
premium rates. Using this approach, we believe that 
institutions had sufficient time to lower their premiums 


for both years. 
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DICO’s 2001 REPORT CARD 


Recoveries on Assets of Liquidated Institutions 





Investments and Financial Support 

In order to comply with statutory requirements and its 
own liquidity 
needs, DICO 


invests all of its 


Target Actual funds in short 
a isk 

$20.0 Million $29.0Milion | es 
securities. At 

$3.0 Million $3.5 Million the end of 

- eae 7001 these 
investments 

$30.4 Million $35.5 Million amounted to 

$2.4 Million $2.2 Million | 299+? million 
and yielded an 

190 169 average rate of 

$7.1 Million $6.8 Million | 3-67 for the 
year. 

$6.4 Million $5.5 Million 
Based upon 
DICO's com- 


mitment to its Corporate Plan, the provincial govern- 
ment has extended its support of DICO through a 
loan guarantee. The loan guarantee is for $75 million 
and expires on December 31, 2003. The terms of the 
extension include a requirement for DICO to devel- 
op a long term insurance reserve fund strategy and 
report back to the Minister of Finance by June 1, 
2003 after consultation with stakeholders. DICO 
pays the government a loan guarantee fee of five basis 
points on the committed lines of credit plus one half 
of one per cent of the outstanding balance of any 
borrowings for this facility. 









BBVICO operations 2000 = 2001 
sosit Premium Income contributed to Insurance Reserve Fund 
_{__|Claims on the Insurance Reserve Fund : 
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Proactively assess insurance risk 


System Performance and Condition 


System performance throughout 2001 was impacted 
by a number of factors including a strong but slow- 
ing provincial economy, declining interest rates and 
continued consolidation and restructuring in the 
financial services sector. Lower rates of economic 
growth and declining interest rates impacted nega- 
tively on the system's net interest, investment and 
other income and on loan delinquency and loan loss 
results. Loan costs increased slightly to 16 basis 
points (bp) from 15 bp in 2000. System return on 
assets (ROA) for 2001 was 42 bp compared to 52 bp 


in the previous year. 


Despite strong on-balance sheet asset growth in 2001, 
the Ontario system managed to maintain its ranking 
as one of the best-capitalized provincial systems in the 
country. As at December 31, 2001 aggregate system 
capital was 6.8%, up from 6.7% at the end of 2000. 


During 2001, system on-balance sheet assets reached 
an all time high of $16.7 billion representing an 
annual growth rate of 8.6%. The growth in system 
assets was attained against a backdrop of continued 
consolidation. The number of member institutions in 
Ontario declined from 321 to 302 as the trend of 
mergers and acquisitions within the system was sus- 
tained. Many of these mergers were between large, 
financially strong institutions forming regional credit 
unions or caisses populaires. 


While the trend of consolidation continues, two new 


credit unions - Anishinabek Nation Credit Union 
Inc. and Italian Canadian Savings & Credit Union 


REGULATORY CAPI 
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Limited - that were incorporated in 2000, began 
operations during 2001. By the end of the year, both 
were in full operation and meeting their business 
plans targets. 


At the end of 2001, two member institutions were 
not in full compliance with the minimum capital 
requirements. Both institutions were either under the 
Administration or the Supervision of DICO. One 
member institution has been granted a temporary 
variance by FSCO and the other is currently being 
processed for a Deposit Protection Program. 


Standards of Sound Business and Financial 
Practices 


DICO's Standards of Sound Business and Financial 
Practices (DICO By-law #5) are a key element of 
our risk assessment and management strategies. We 
believe that those member institutions that comply 
with these standards will significantly reduce the like- 
lihood of problems and resulting intervention by 
DICO or the Financial Services Commission of 
Ontario (FSCO). Our analysis of the Member 
Institution Self Assessment Report (MISAR) filings 
and the results of On-Site Verifications (OSVs) pro- 
vide evidence that most institutions are taking the 
steps necessary to comply with these standards. 
Those that have not complied have been placed on 
the Watchlist or under Supervision to ensure that 
compliance is attained. 


During 2002, DICO will review By-law #5 to ensure 
it remains relevant to the needs of the system and to 


DICG@: 


Risk Assessment and Monitoring 


During 2001 DICO continued to refine and test its 
risk rating methodology. This methodology based on 
the CAMEL (Capital, Asset Quality, Management, 
Earnings, Asset/Liability) system, is being used as the 
basis for the risk-based premium system and thus 
provides a consistent method to measure and quanti- 
fy risk. Risk rating also helps DICO to identify high- 
er risk situations and allocate appropriate resources 
to mitigate the potential risk of claims against the 
insurance reserve fund. 


On-Site Verification (OSV) 
DICO completed 169 On-Site Verifications or 
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inspections in 2001. We also continued to refine the 
OSV process to better integrate it with other DICO 
risk assessment processes and the differential premi- 
um system. We were encouraged by the response 
received from member institutions with respect to 
OSV findings. These findings now have a direct 
impact on the premium paid by member institutions 
and as such there has been an increased focus on the 
results of these on-site assessments. 


DICO continues to outsource OSVs to qualified sup- 
pliers to maximize value and minimize the cost of 
this program. During the year, Credit Union Central 
of Ontario decided to withdraw from providing these 
services. DICO would like to acknowledge Central's 
strong support of this program over the years and 
thank its staff for contributing to its success. 


Manage Insurance Risk 


To effectively manage the potential risk of losses to 
the insurance reserve fund, the Corporation has 
developed the following programs: Watchlist, 
Supervision, Administration and Dissolutions. 


Watchlist 


Early involvement with member institutions that 
exhibit a higher risk profile minimizes the likelihood 
and cost of insurance losses in the future. The 
Watchlist process was established to identify and 
assist member institutions in formulating timely 
action plans to resolve exceptional risks such as non- 
compliance with standards of sound business and 
financial practices. 


The number of institutions on the Watchlist has 
grown as a result of the expansion of the interven- 
tion criteria. During 2001, DICO worked with the 
boards of 90 member institutions on the Watchlist 
with total assets of $1.3 billion. As a result, 50 mem- 
ber institutions were successful in resolving their 
problems and no formal intervention was required. 
At the end of the year, 31 institutions with assets of 
$507 million remained on the Watchlist. 


Supervision 

Member institutions, which meet certain risk-based 
criteria, may be placed under Supervision. In consul- 
tation with the Stabilization Advisory Committee, 
minimum capital and other intervention criteria for 
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Supervision for all credit unions and caisses popu- 
laires have been established. The minimum interven- 
tion capital criteria for Supervision is now at the 
same level as the regulatory minimum capital level of 
5% on a leverage basis. In addition, a member insti- 
tution which has been in sustained non-compliance 
with DICO's standards of Sound Business and 
Financial Practices as determined by the results of an 


OSV, is also eligible to be placed under Supervision. 


DICO follows the practice of providing member 
institutions with adequate time to correct deficiencies 
in their operations as identified through OSVs prior 
to being placed under Supervision. The length of 
time provided is dependent on the seriousness of the 
deficiency and the likelihood of early correction. 


At the end of 2001, 15 member institutions with 
assets of $584 million were under Supervision. Du- 
ring 2001, the Supervision program was successful in 
ensuring that six member institutions were either 
fully recapitalized or that the causes which led to 
them being placed under Supervision were resolved. 


Administration 


In high-risk situations, DICO has the authority to 
place a failed or failing member institution under 
Administration based on criteria as set out in the 
Credit Unions and Caisses Populaires Act. Adminis- 
tration allows the member institution to continue to 
operate while giving the Corporation time to develop 
and implement the most appropriate resolution strat- 
egy, while minimizing loss to the insurance reserve 
fund. At the end of 2001, three member institutions 
were under Administration, two less than 2000. 


DICO's Board approves specific resolution strategies 
for each member institution to either recapitalize 
through earnings or capital issues, find appropriate 
merger partners or to wind up their affairs. The net 
equity of credit unions/caisses populaires under 
Administration increased by approximately $2.4 mil- 
lion over the year, which reduced exposure to the 
insurance reserve fund. All but one member institu- 
tion under Administration are recording operating 
profits. 


On December 31, 2001 DICO concluded the merger 
of Parry Sound - Muskoka Credit Union (under 
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Administration since 1996) with Kawartha Credit 
Union. This merger, which was overwhelmingly sup- 
ported by the members of both credit unions and 
approved by the Minister of Finance, will create a 
strong regional credit union serving over 31,000 
members in 13 communities. DICO was pleased to 
participate in this merger because it will ensure con- 
tinued services to those communities. The merger 
was concluded at no cost to the insurance reserve 


fund. 


DICO has been the administrator of Korean 
(Toronto) Credit Union since 1995. In mid 2001, a 
survey of members of this credit union indicated a 
strong desire to re-capitalize the credit union and 
return control back to its membership. To facilitate 
the re-capitalization and minimize the cost of the 
rehabilitation to the insurance reserve fund, DICO 
agreed to make an investment in the credit union by 
way of a subordinated note, contingent upon the 
members raising a minimum of $700 thousand in 
risk capital. These new investments will ensure that 
the credit union has sufficient capital to stand on its 
own. Control of the credit union will be returned 
back to the members in early 2002. 


On November 19, 2001 DICO placed Iroquois Falls 
Community Credit Union under Administration. 
The credit union reported a substantial write down 
of the value of its loans which resulted in its liabilities 
exceeding its assets. DICO has engaged independent 
professional firms to assess the situation in order to 
assist in developing an appropriate resolution strategy. 


Dissolutions 


In most instances where a member institution has 
ceased operations, the Corporation is appointed liq- 
uidator of the estate. The main purpose is to maxi- 
mize the recovery of assets. At the end of 2001, 
DICO was managing the affairs of 18 of these insti- 
tutions, paying member deposits and collecting on a 
portfolio of impaired loans. During the year, DICO 
recovered $2.2 million in assets and completed the 
final liquidations for seven member institutions. In 
some cases these recoveries involve taking legal action 
by credit unions and caisses populaires under 
Administration or in Liquidation against third par- 
ties. At the end of 2001, a number of legal actions to 
recover losses were in progress. 
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Maintain collaborative relationships 
with our stakeholders 


DICO continues to place a high degree of impor- 
tance on effective communication with its stakehold- 
ers. Our advisory committees play a significant role 
in helping the Corporation to develop its stabilization 
programs, standards of Sound Business and Financial 
Practices and related implementation tools. DICO is 
grateful to the members of these committees who 
volunteer their time and energy for the benefit of the 
system. 


In early 2001 we once again held an Annual 
Information Meeting (AIM) for our stakeholders in 
addition to participating in the annual general meet- 
ings of leagues and member institutions. Our AIM is 
an excellent opportunity for us to demonstrate our 
accountability and offers stakeholders an opportunity 
to ask questions and raise issues directly with our 
Board and management. Staff also held 24 informa- 
tion sessions throughout the province to explain the 
new Differential Premium System and the implica- 
tions of On-Site Verifications for the new system. 
Over 500 directors, managers and staff of our mem- 
ber institutions attended these sessions. 


DICO's bilingual Internet web site continues to be 
enhanced on a regular basis. DICO makes available 
all its information and analysis relating to each mem- 
ber institution on a confidential basis to the institu- 
tion itself through our web site. Member institutions 
are also able to complete filings electronically and 
send them to DICO through the Internet. 


DICO also participates in a number of other activi- 
ties for the benefit of the co-operative movement in 
Canada and internationally. During 2001, we hosted 
a number of delegations from other countries. We 
were pleased to participate in the Canadian 
Conference and the World Council of Credit Unions 
as speakers at their forums during the year. DICO 
participates in the Credit Union/Caisse Populaire 
Stabilization Funds of Canada Association. The 
objective of this organization is to share information 
between deposit protection agencies and enhance 
harmonization of standards across the country. I was 
pleased to have the opportunity to chair this 
Association in 2001. 
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Working with the Financial Services Commission 
of Ontario (FSCO) 


DICO recognizes that a close working relationship 
with the system's regulator will enhance the effective- 
ness and efficiency of the depositor protection 
process. FSCO and DICO work together closely to 
co-ordinate activities and minimize the burden and 
cost to the system. Our letter of understanding calls 
for DICO to provide FSCO access to its integrated 
monitoring systems including OSV reports at no cost 
to FSCO. The government has announced that 
FSCO and the Ontario Securities Commission may 
be merging to form a new regulatory agency - the 
Ontario Financial Services Commission (OFSC). We 
look forward to working with OFSC to continue the 
tradition of excellent consumer protection for mem- 
bers of credit unions and caisses populaires in 
Ontario. 


Effective and Efficient Management 


During the past year DICO continued to look at 
ways to enhance its effectiveness and efficiency and to 
provide better value to stakeholders. Gross operating 
expenses were 5% below budget while net expenses 
(net of expense recoveries) were lower than budget 


by 13,96. 


Emerging Issues and Risks 

Over the next few years a number of emerging risks 
and related issues will require study, discussion and 
decision. Of significance, DICO will need to explore 
the following issues: 


e What will be the impact of changes in the provin- 
cial economic outlook on member institutions? 

e What new and emerging risks will affect the 
Ontario system? 

e How will individual member institutions respond 
to those risks? 

e What size of an insurance reserve fund is adequate 
to protect members’ deposits? 

e How quickly should the insurance reserve fund be 
built? 

e What implications are there for premium levels? 


Many of these issues are not new. However, changing 
circumstances will require constant re-evaluation and 
re-thinking of our approaches to them. As always, we 


intend to involve all stakeholders in our deliberations. 


Deposit Insurance Corporation of Ontario —— 


Outlook for 2002 


Insurance Reserve Fund 


As a result of its proposed business plan, DICO 
anticipates that the insurance reserve fund will 
amount to $41 million by the end of 2002. This plan 
assumes a provision for new insurance claims of $3 
million and net operating expenses of some $6.1 mil- 
lion. It also anticipates further recoveries on previous 
losses incurred. 


Risk Exposure 


According to the Conference Board of Canada, the 
prospect for the Ontario economy for 2002 is slower 
erowth in the range of 1%. This rate of economic 
expansion will likely create some challenges for the 
Ontario Credit Union and Caisse Populaire System 
particularly in light of increased competition. We 
anticipate that further consolidation within the sys- 
tem combined with continued vigilant risk assess- 
ment and management should contain losses to the 
insurance reserve fund within our forecasted maxi- 
mum of $3 million. 


Premium Levels 


Premium levels for 2002 will depend largely on the 
risk profiles of individual institutions based on the 
existing premium rate schedule as well as the rate of 
growth in insured deposits. Member institutions are 
now able to more directly impact their insurance pre- 
miums and we expect that further migration to better 
risk ratings will occur. As a result, we expect that 
ageregate premium expense to the system, and conse- 
quently DICO's revenues, will decline to $13.5 million. 


Our Commitment 


DICO, its Board and staff are committed to provid- 
ing protection, security and stability to the Ontario 
Credit Union and Caisse Populaire System for the 
benefit of all its members. We look forward to 2002 
as another year which will provide an opportunity to 
demonstrate our commitment. 


Andrew Poprawa, CA 
President & CEO 





Management's 
Responsibility 


The Deposit Insurance Corporation of Ontario's 
management is responsible for the integrity and fair 
presentation of the financial statements included in 
the annual report. The financial statements have been 
prepared in accordance with Canadian generally 
accepted accounting principles. 


The Corporation maintains systems of internal 
accounting controls of high quality consistent with 
reasonable cost. Such systems are designed to provide 
reasonable assurance that the financial information is 
accurate and reliable and that company assets and lia- 
bilities are adequately accounted for and assets safe- 


guarded. 


The financial statements have been reviewed by the 
Corporation's Audit and Finance Committee and have 
been approved by its Board of Directors. In addition, 
the financial statements have been examined by 
KPMG LLP, the auditors, whose report follows. 


Andrew Poprawa, CA 
President & CEO 


James Maxwell 
Chief Administrative 
and Financial Officer 


Toronto, Canada 
February 8, 2002 


Auditors’ Report 


KPMG LLP 


To the Board of Directors of 
Deposit Insurance Corporation of Ontario 


We have audited the Statement of Financial Position 
of Deposit Insurance Corporation of Ontario as at 
December 31, 2001 and the Statement of Operations 
and Changes in the Deposit Insurance Reserve Fund 
and the Statement of Cash Flows for the year then 
ended. These financial statements are the responsibil- 
ity of the Corporation’s management. Our responsi- 
bility is to express an opinion on these financial state- 
ments based on our audit. 


We conducted our audit in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting princi- 
ples used and significant estimates made by manage- 
ment, as well as evaluating the overall financial state- 
ment presentation. 


In our opinion, these financial statements present fair- 
ly, in all material respects, the financial position of the 
Corporation as at December 31, 2001 and the results 
of its operations and cash flows for the year then ended 
in accordance with Canadian generally accepted 
accounting principles. 


KPT G CC 


Chartered Accountants 


Toronto, Canada 
February 8, 2002 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO 


Statement of Financial Position 


DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (JN THOUSANDS OF DOLLARS) 


ASSETS 


Cash 

Investments (note 2) 

Premium receivable 

Accounts and interest receivable 
Deposit insurance advances recoverable 
Capital assets 


(net of accumulated amortization 


of $2,930 (2000 - $2,753)) 


LIABILITIES 


Payables and accruals 
Deferred premium income 


Accrual for deposit insurance losses (note 4) 


Total Liabilities 


Deposit Insurance Reserve Fund 


Contingencies (note 10) 
See accompanying notes to financial statements 


On behalf of the Board: 


MraryuerWMAee— 
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Deposit Insurance Corporation of Ontario 


Director 


Director 


2001, 


$ 1,213 
35,457 
1,055 
1,001 
2,757 


320 


$41,803 


1,959 
1,130 
9,749 


12,838 


_ 28,965 
$41,803 


2000 _ 





DEPOSIT INSURANCE CORPORATION OF ONTARIO 


Statement of Operations and Changes in the 


Deposit Insurance Reserve Fund 


YEAR ENDED DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


2001 
INCOME 
Premium income $13,916 
Other income 1,643 
15,559 
EXPENSES 
Recovery of losses (note 4) (3,817) 
Salaries and benefits 4,120 
Loan fee / Interest expense 14 
Operating expense 2,637 
Recovery of operating expense (1,241) 
1,713 
Excess of income over expenses 13,846 
Deposit Insurance Reserve Fund (deficit), 
beginning of year 15,119 
Deposit Insurance Reserve Fund, 
end of year $ 28,965 


See accompanying notes to financial statements. 


2000 


$25,381 


1,366 
26,747 


(2,224) 

4,057 
Zl 

pup fe) 


(639) 
3,948 


22,799 
(7,680) 


een gly) 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO 
Statement of Cash Flows 


YEAR ENDED DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


Cash received from (applied to): 


Operations: 


Excess of income over expenses 


Items charged to operations not affecting cash 


Recovery of losses 


Gain on disposal of capital assets 


Amortization 


Changes in: 
Premium receivable 
Accounts and interest receivable 
Payables and accruals 


Deferred premium income 


Net deposit insurance recoveries (note 4) 


Investing activities: 
Purchase of capital assets 


Proceeds on sale of capital assets 


Increase in cash position 
Cash position, beginning of year 
Cash position, end of year 


Supplementary cash flow information: 
Interest paid during the year 


(3,817) 





13,042 
23,628 


$ 36,670 


Cash position is defined as cash and short-term investments less any borrowings. 


See accompanying notes to financial statements. 
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Notes to Financial 
Statements 


YEAR ENDED DECEMBER 31, 2001 
General 


Deposit Insurance Corporation of Ontario is an 
"Operational Enterprise" Agency of the Province of 
Ontario without share capital established under the pro- 
visions of the Credit Unions and Caisses Populaires Act. 


The statutory objects of the Corporation under the Act 

are to 

e provide deposit insurance to depositors of member 
institutions; 

e act as stabilization authority for the credit union and 
caisse populaire system; 

e promote standards of sound business practices; 

e collect and publish statistics; 

e provide financial assistance to member institutions; 

e act as administrator of member institutions; 

© minimize deposit insurance risk and size of claims. 


The Act empowers the Corporation to assess its member 
institutions to meet the Corporation's requirements for 
insurance funding and administrative costs. The 
Corporation establishes its premium levy annually. The 
established premium levy is submitted to the 
Government of Ontario for review and incorporation 
into the regulations through appropriate amendments as 
necessary. 


In addition the Corporation's borrowings, if any, are 
guaranteed by the Minister's guarantee on behalf of the 
Province of Ontario. The guarantee is for a maximum of 
$75 million and expired December 31, 2001. It has since 
been extended to December 31, 2003. In addition to the 
guarantee fees of one-half of one per cent of the average 
end of day balance outstanding of any debt obligation 
subject to the Minister's guarantee, the Province of 
Ontario charges a fee of 5 basis points on the unused 
portion of any credit facility guaranteed for the period 
ending December 31 of each year during which the new 
guarantee is in effect. 


1. Summary of Significant Accounting 
Policies: 


These financial statements have been prepared in accor- 
dance with Canadian generally accepted accounting 
principles. These financial statements do not reflect the 
assets, liabilities or operations of credit unions or caisses 
populaires where the Corporation has been appointed 
liquidator. 
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(a) Premium income: 


Premiums are based on a Differential Premium Risk 
Classification System applied to insured deposits held by 
member institutions. Premium income is recognized 
when earned. 


(b) Provision for losses: 


The provision for losses includes allowances against 
deposit insurance advances and an accrual for losses for 
which advances have not been made at the date of the 
Statement of Financial Position. 


Funds advanced in respect of deposit insurance and loans 
to member institutions are initially recorded at cost. 
Deposit insurance advances recoverable are presented on 
the Statement of Financial Position net of allowances 
thereon. 


The accrual for deposit insurance losses includes both 
provisions for specific losses and a general provision for 
losses. Specific provisions for losses in respect of insured 
deposits are estimated by management and recorded 
when conditions, in the opinion of management, exist 
that will likely result in losses to the Corporation. 


The general provision for losses reflects management's 
best estimate of losses on insured deposits arising from 
the inherent risk in the credit union/caisse populaire sys- 
tem. The provision is established by assessing the aggre- 
gate risk in member institutions based on current market 
and economic conditions, the likelihood of losses and the 
application of historic loss experience. Future economic 
conditions are not predictable with certainty and actual 
losses may vary, perhaps substantially, from manage- 
ment's estimates. 


(c) Pension benefits: 


The Corporation has a defined contribution pension 
plan covering all of its regular, non-contractual employ- 
ees. Earnings are charged with the cost of pension bene- 
fits earned by employees as service is rendered. Pension 
expense is determined by a fixed percentage of the 
employees’ income plus the matching of the employees' 
contribution to a maximum of 4%. The Corporation 
assumes no actuarial or investment risk. 


(d) Future non-pension post-retirement benefits: 


Future non-pension post-retirement benefits relate to the 
Corporation's extended health, dental and life benefits 
for both active employees for whom a full eligibility date 
was determined and existing qualified retirees. The 
Corporation accrues obligations under these plans as the 
employees render the service necessary to earn the future 
benefits. The cost of these future non-pension post- 
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retirement benefits earned by employees is actuarially 
determined. Accruals for these costs represent discount- 
ed future expenditures for existing retirees and dis- 
counted future expenditures during the period of active 
employment for current employees to an expected 
retirement date. 


(e) Investments: 


Investments comprise short-term fixed income instru- 
ments and are recorded at amortized cost. The discounts 
are amortized on a straight line basis over the terms of the 
instruments. 


(f) Capital assets: 


These are recorded at cost. Amortization of furniture and 
equipment is provided by the diminishing-balance 
method at the rate of 20 per cent per annum. Computer 
and related equipment and software are amortized over 
three years on a straight-line basis. Leasehold improve- 
ments are amortized on a straight-line basis over the term 
of the lease. 


2. Investments: 


Investments have terms to maturity less than one year. 
They have a weighted-average yield of 3.58% (2000: 
5.61%). All investments are highly liquid fixed rate con- 
tracts and are RI MID or better on the DBRS scale. 








2001 2000 
(thousands) 
Treasury Bills-Canada $19,092 $ 5,932 
Treasury Bills-Ontario 7,383 8,385 
Promisory Notes-other provinces 4,989 6,028 
Bankers Acceptance 3,993 2089 
Total Investments $35,457 $23,328 


3. Borrowings: 


The Corporation has in place revolving credit facilities, 
approved by the Ontario Financing Authority, which 


administers the Minister's guarantee, as follows: 





Max. Credit Outstanding 
Available as at Dec. 31,2001 
(thousands) 
Canadian Chartered Bank $20,000 Nil 
Credit Union Central 
of Ontario $10,000 Nil 


The borrowings are guaranteed by the Minister's guar- 
antee on behalf of the Province of Ontario. The interest 
rate on all lines of credit is Bankers’ Acceptance rates 
plus 14 basis points. These lines of credit expired on 
December 31, 2001. 


Deposit Insurance Corporation of Ontario 


For 2002, the Corporation has renewed only its line of 
credit with the Canadian Chartered Bank which will 
expire on January 9, 2003. The Corporation will pay an 
annual fee of 5 basis points in arrears to the Province of 
Ontario on the unused portion of this credit facility with 
the Chartered Bank. 


4. Accrual for deposit insurance losses: 


The provision for losses includes specific provisions for 
known or likely losses from specific member institutions 
and a general provision for losses not identified with spe- 
cific institutions. That portion of the provision for losses 
recorded in the year and in previous years which has not 
yet required payment by the Corporation is shown in 
liabilities on the Statement of Financial Position as 
“Accrual for deposit insurance losses”. 





_ 20012000 | 
(thousands) 

Accrual for deposit insurance 

losses, beginning of year $12,167 $14,541 
Increase in Accrual for current 

year's deposit insurance losses 3,525 - 
Decrease in Accrual for prior 

year’s deposit insurance losses (7,342) (1,724) 
Change in general provision 

for losses - (500) 
Net recovery of deposit 

insurance losses ___(@,817) (2,224) 
Decrease in deposit insurance 

advances recoverable (1,952) (930) 
Accrual for deposit insurance 

losses, at end of year (9,749) _ (12,167) 
Net deposit insurance recoveries $ (3,351) $ (780) 


The general provision for losses included in “Accrual for 
deposit insurance losses” amounted to $3,000,000 (2000 
- $3,000,000) and is calculated in accordance with the 
methodology as described in note 1(b). 


At December 31, 2001 all deficiency coverage agree- 
ments, previously provided by the Corporation, have 
expired. The accrual for deposit insurance losses has been 
reduced accordingly. 


5. Lease Commitments: 


The operating lease for the Corporation's premises is for 
the term commencing January 1, 1998 and ending 
August 5, 2007. The future minimum rent is $123,000 
for years one to five and $140,000 for years six to ten. In 
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addition, the Corporation is required to pay property 
taxes and common area maintenance costs. 


6. Income Taxes: 


The Corporation is subject to income taxes under the 
Income Tax Act. It has accumulated losses for income tax 


purposes of $43,857,000. They expire as follows: 


Originating Expiring Amount 
Taxation Year —_ Taxation Year _ (thousands) 
1995 2002 6,987 
1996 2003 7,566 
1997 2004 7,449 
1998 2005 6,885 
1999 2006 5,975 
2000 2007 4,992 
2001 2008 4,003 
$43,857 


7. Pension Plan: 


The Corporation substantially collapsed its defined ben- 
efit pension plan and, as elected by all its then current 
employees, transferred the applicable past service actuar- 
ial values as at December 31, 1998 to a defined contri- 
bution plan. All past service costs have been accounted 
for on the plan revision. The Corporation's pension 
expense charged to income for 2001 was $310,000 (2000- 
$316,000) 


8. Future non-pension post-retirement 
benefits: 


The Corporation accounts for the current value of 
future non-pension post-retirement benefits. The 
accrued obligation as at December 31, 2001, as actuari- 
ally determined, is $649,000 (2000 - $590,000). Current 
service costs, including interest, were $75,000 (2000 - 
$69,000). These costs are subject to actuarial re-evalua- 
tion resulting from emerging experience gains and losses. 


The assumptions used in the actuarial valuation of the 
future benefits obligations consisted of: interest rate of 
6.75%, rate of compensation increase of 4.5%, annual 
rate of increase in dental costs of 4.5% and annual rate of 
increase in medical cost of 6.7%, grading down to 4.5% 
per annum over 5 years. 


9. Directors' Expense: 


During the year the directors received an aggregate remu- 
neration of $75,000 (2000 - $81,000). Directors' 
expenses were $47,000 (2000 - $52,000). The fixed per 
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diem rate for the Chair is $500 and for all other Board 
members it is $300. 


10. Contingencies: 


The Corporation is subject to various legal actions 
brought against it in the normal course of business, when 
acting in the capacity of administrator or liquidator. It is 
the view of the Corporation's management that these 
actions will be successfully defended. Accordingly, no 
provisions have been made in these financial statements. 


11. Fair Value Disclosure: 


The fair value of financial assets and liabilities which 
include cash, investments, premium receivable, accounts 
and interest receivable, payables and accruals, approxi- 
mate their carrying amounts. 


The fair value of deposit insurance advances recoverable 
and the accrual for deposit insurance losses have not been 
determined because it is not practicable to determine fair 
value with sufficient reliability. 


12. Compensation: 


The following information is furnished in compliance 
with the Public Sector Salary Disclosure Act, 1996. 





Employee Position held Compensation Taxable 
Benefits 

Brydges, Barry Vice President ‘ore 

Stabilization Services $127,723 $10,269 
Burgman, John Chief Information 

Officer $107,019 $ 9,973 
Charbonneau, Robert Vice President 

Insurance $129,523 $ 9,561 
Foster, C. William D. Vice President 

Asset Management 

& Recoveries $137,504 $10,801 
Kingston, Tom Director 

Administration $121,542 $ 8,183 
Maxwell, James Chief Administrative 

& Financial Officer $122,462 $11,452 
Poprawa, Andrew President and CEO $195,054 $10,388 
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Corporation’s Report on 
Liquidations 


It is the responsibility of the liquidator to maximize 
the recovery of the assets of the member institution in 
dissolution for the benefit of all creditors. As the 
deposit insurer, the Deposit Insurance Corporation of 
Ontario, (DICO), is usually the largest unsecured 
creditor of a dissolved member institution. As a result, 
DICO has a direct interest in ensuring that the liq- 
uidator's duties and responsibilities are managed in an 
efficient, cost effective manner. 


In situations where it is expected that a call will be 
made on DICO's deposit insurance coverage, DICO 
seeks the appointment as liquidator. DICO believes it 
can best manage its losses by directly controlling the 
liquidation process. Through direct control and man- 
agement of the liquidation, DICO can also protect 
neighbouring member institutions from any potential 
loss of confidence. To date, in most liquidations man- 
aged by DICO, the member institution reported a 
deficit at the time of liquidation. A deficit occurs when 
reported assets are insufficient to satisfy all deposits 
and other liabilities and member shares. DICO pays 
insured depositors on behalf of the liquidating mem- 
ber institution and establishes a provision for deposit 
insurance losses on its accounts to reflect any antici- 
pated loss. 


Under the Credit Unions and Caisses Populaires Act, the 
liquidator is required to prepare a statement of affairs 
at the date of liquidation. It is DICO's practice as liq- 
uidator to commission independent accountants to 
prepare such statements of affairs. To minimize liqui- 
dation costs and avoid any potential delay in conduct- 
ing the liquidation, DICO does not require that these 
statements of affairs be audited. Consequently, in the 
absence of opening audited financial information, the 
liquidator's auditors, KPMG LLP, qualify their report 
on the results of DICO's activities as liquidator. 


DICO accepted two new liquidator appointments in 
fiscal 2001. In January DICO was appointed liquidator 
of Victory (London) Credit Union Limited, and in 
March DICO was appointed liquidator of Weatherhead 
Employees (St. Thomas) Credit Union Limited. It is 
anticipated that the loss exposure to DICO for these 
two appointments will be less than $25 thousand. 


Deposit Insurance Corporation of Ontario ——— = 


We are pleased to advise that, in a number of instances, 
DICO's asset realizations have exceeded expectations. 
During 2001, DICO recovered $2.2 million from the 
liquidation of assets and paid creditors’ claims totalling 
$1.5 million. This has permitted DICO to reduce its 
loss provision for the associated member institutions 
by approximately $250 thousand in fiscal 2001. In 
2001, DICO completed 7 liquidations of credit 
unions. Additionally, since 1997, DICO has paid div- 
idends to members of liquidated member institutions 
for an aggregate of $468.7 thousand. These dividends 
represent surplus funds from recoveries after the pay- 
ment of all deposits, other liabilities, liquidator fees 
and costs. 


As at December 31, 2001, the book value of the com- 
bined assets remaining to be liquidated totalled $12.5 
million. The vast majority of these assets represent 
impaired loans. Accordingly, the estimated recoveries 
on these assets will be significantly below the amounts 
recorded. Management's best estimate of these future 
recoveries is $3.9 million. 
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C.W.D. Foster 
Vice President, 
Asset Management 


Andrew Poprawa, CA 
President & 
Chief Executive Officer 


and Recoveries 


Toronto, Canada 
February 8, 2002 


Auditors’ Report 


iMG, 


KPMG LLP 


To the Board of Directors of Deposit Insurance 
Corporation of Ontario 


We have audited the statement of combined assets and 
creditors’ claims as at December 31, 2001 under the 
control of Deposit Insurance Corporation of Ontario 
as liquidator and the statement of changes in com- 
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bined assets and creditors’ claims for the year DEPOSIT INSURANCE CORPORATION OF ONTARIO AS LIQUIDATOR 
then ended. These financial statements are the Statement of Combined 
responsibility of the Corporation's management. . I . 

Our responsibility is to express an opinion on Assets and Creditors' Claims 
these financial statements based on our audit. under the Control of the 


Corporation as Liquidator 


DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


Except as explained in the following paragraph, 
we conducted our audit in accordance with 
Canadian generally accepted auditing standards. 
Those standards require that we plan and per- 
form an audit to obtain reasonable assurance 
whether the financial statements are free of 
material misstatement. An audit includes exam- 2001 2000 
ining, on a test basis, evidence supporting the | ASSETS 

amounts and disclosures in the financial state- 


ments. An audit also includes assessing the | Cash (note 2) $ 824 S) 1376 

accounting principles used and significant esti- 

mates made by management, as well as evaluat- | Loans, at gross book value 10,718 13,229 

ing the overall financial statement presentation. Investments and other assets 344 450 
Real estate held for sale 600 640 


Upon appointment as liquidator of a credit 

union or caisse populaire, the Corporation $12,486 $15,695 
engages independent accountants to prepare an ar eae ar ae 
unaudited statement of affairs which sets out the CREDITORS' CLAIMS 

assets and creditors’ claims as at the date of com- 


mencement of the liquidation. As the statements Deposit Insurance 


of affairs are unaudited, we are unable to verify Corporation of Ontario $29,468 $525297 
whether the books and records of the credit Deposits 1,950 3.001 
unions/caisses populaires are complete and accurate Ohenc ane 3,478 3.586 


at the commencement of liquidation. 


Total creditors’ claims $34,896 $38,884 


In our opinion, except for the effect of adjust- 
ments, if any, which we might have determined 


to be necessary had we been able to verify the 
See accompanying notes to the statement of combined 


assets and creditors’ claims under the control of the 
Corporation as liquidator. 


assets and creditors’ claims taken under the con- 
trol of the Corporation at the commencement of 
liquidation, these financial statements present 
fairly, in all material respects, the combined assets 
and creditors’ claims under the control of the 
Corporation as liquidator as at December 31, 
2001 and the changes in the combined assets and 


creditors’ claims for the year then ended in accor- Var usr Withee _—_ 


dance with the basis of accounting disclosed in 


On behalf of the Board: 


Director 





note 1. 


KPT G Core 
Chartered Accountants Hi Ue? 
. Director 


Toronto, Canada 
February 8, 2002 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO AS LIQUIDATOR 


statement of Changes in Combined Assets and 
Creditors' Claims 


YEAR ENDED DECEMBER 31, 2001 (IN THOUSANDS OF DOLLARS) 


ASSETS: 


Opening assets 

Add: Assets assumed as a result of new liquidations 

Less: Uncollectable loans sold to DICO 

Less: Assets realized during the year (includes opening cash) 


Add: Cash from realizations retained by Liquidator 

Total Assets 

CREDITORS' CLAIMS: 

DICO's Claim 

Opening claim 

Less: Payments to DICO 

Less: Claims abandoned by DICO as uncollectable 
(Note 3) 

Closing claim of DICO 

Other Creditors' and Depositors' Claims 

Opening claims 

Add: Claims as a result of new liquidations assumed 

Less: Claims paid during the year 

Less: Unclaimed deposits assumed by DICO (note 3) 


Closing Creditors' and Depositors' Claims 


Total Creditors’ Claims 


__ 2001 


$ 15,695 
322 
(758) 
_ 6,597) 
11,662 
824 


$ 12,486 


$ 32,297 
(1,382) 


(1,447) 
$29,468 
$ 6,587 

331 


(1,490) 


$ 5,428 


$34,896 


_ 2000 


$ 17,894 


(474) 
_G,101) 
14,319 

1,376 


$ 15,695 


$ 33,224 
(137) 


» 790) 
yee, 


$ 8,100 


(1,477) 
G6) 


$ 6,587 


$ 38,884 


See accompanying notes to the statement of combined assets and creditors’ claims under the control of the 


Corporation as liquidator. 


Deposit Insurance Corporation of Ontario 
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Notes to Statement of Combined Assets and Creditors' 


Claims under the Control of the Corporation as Liquidator 


YEAR ENDED DECEMBER 31, 2001 


Deposit Insurance Corporation of Ontario (the 
Corporation") is, from time to time, appointed liquida- 
tor of credit unions and caisses populaires. In this capac- 
ity, the Corporation is responsible for the individual liq- 
uidation of a member institution's assets in an orderly 
manner and applying the proceeds towards the claims of 
its creditors. These financial statements are a combination 
of the financial statements of 18 (2000 - 23) credit unions 
and caisses populaires currently in liquidation, each liqui- 
dation being carried out as a separate legal proceeding. 


1. Significant accounting policies: 


(a) Basis of presentation: 


These statements of combined assets and creditors’ 
claims and changes in combined assets and creditors’ 
claims under the control of the Corporation are prepared 
on the basis of accounting disclosed in these notes. Upon 
commencement of liquidation of a credit union/caisse 
populaire, its financial statements cease to be prepared on 
a going concern basis and all transactions are recorded on 
a cash basis. 


These financial statements present the combined assets 
and creditors’ claims of all the credit unions and caisses 
populaires currently being liquidated by the Corporation. 
The reader of this statement is cautioned that this statement is not 
prepared in accordance with generally accepted accounting principles 
and the amount of assets under the control of the Corporation does 
not purport to be the expected recoverable amount or their ‘fair value. 


(b) Loans: 


Loans are recorded at the book value of the outstanding 
amount at the date of liquidation less cash received for 
the principal payments in the liquidation period. No 
allowance for loan losses has been recorded and no 
attempt has been made to estimate the net recoverable 
amount from loans. 


Due to their nature, a substantial portion of the loans are 
considered impaired, as there is doubt about the timely 
collection of principal and interest in full. 

(c) Investments and other assets: 


Investments and other assets are stated at their book val- 
ues as at the date of liquidation. 


(d) Real estate held for sale: 


Real estate is stated at the net book value as recorded at 
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the date of liquidation. Depreciation is not recorded. 


(e) Creditors' Claims: 


The Deposit Insurance Corporation of Ontario (DICO) 
insures deposits of members of credit unions and caiss- 
es populaires to the statutory limit. In the event of the 
liquidation of a member institution, the Corporation 
pays insured depositors and thus assumes the depositors’ 
claims against the assets of the credit unions and caisses 
populaires in liquidation. The amounts owing to DICO 
represent the Corporation's claims against the assets of 
18 (2000 - 23) credit unions and caisses populaires cur- 
rently in liquidation. 


(f) Contingencies: 
Certain credit unions/caisses populaires in liquidation 
are plaintiffs or defendants in lawsuits. However, no 


potential gains or losses from the legal actions have been 
recorded. 


2001 2000 


(in thousands) 
$ 1,376 $1,326 


2. Cash flows: 





Cash, beginning of year 








Assets realized during the year 2,221 L775 
Net liquidation income (expense) 99 (E11) 
Payments to DICO e382) a7) 
Total cash available $2,314 $2,853 
Less: Payment of creditors’ claims (1,490) (1,477) 
Cash, end of year $ 824 $1,376 


3. Creditors' claims: 


During the year 2001, DICO's unsatisfied claims against 
7 credit unions were abandoned by DICO and removed 
from the financial statements upon the completion of the 
liquidation as it was determined that there would be no 
further realization on these credit unions' assets. 


4. Comparative figures: 


Certain comparative figures for 2000 have been restated 
to conform with the financial statement presentation 
adopted for 2001. 
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Deposit Insurance Corporation of Ontario’s Member Institutions 


Credit Unions 

3M Employees’ (London) Credit Union Limited 
Adjala Credit Union Limited 

Air - Toronto Credit Union Ltd. 

Airline (Malton) Credit Union Ltd. 

All Trans Credit Union Ltd. 

Anishinabek Nation Credit Union Inc. 

APPLE Community Credit Union Ltd. 

Arnstein Community Credit Union Ltd. 

ASCU Community Credit Union Ltd. 

Atlas and Civic Employees’ (Niagara Region) 
Credit Union Ltd. 

Auto Workers Community Credit Union Ltd. 
Auto Workers (Ajax) Credit Union Ltd. 

Badge Credit Union Ltd. 

Bay Credit Union Ltd. 

Bayshore Credit Union Ltd. 

Black & McDonald Employees’ (Toronto) Credit 
Union Ltd. 

Brant Community Credit Union Ltd. 

Brewers Warehousing Employees (Hamilton) 
Credit Union Ltd. 

Brewers Warehousing Employees (Kitchener) 
Credit Union Ltd. 

Budd Automotive Employees (Kitchener) Credit 
Union Ltd. 

Buduchnist Credit Union Ltd. 

Burlington Municipal Employees Credit Union Ltd. 
Caldist Employees’ (Amherstburg) Credit Union Ltd. 
Camera Heights (Mt. Dennis) Credit Union Ltd. 


Campbell's Employees’ (Toronto) Credit Union Ltd. 


Canada Sand Papers Employees’ (Plattsville) 
Credit Union Ltd. 

Canadian General Tower Employees (Galt) Credit 
Union Ltd. 

Canadian Standards Employees (Rexdale) Credit 
Union Ltd. 


Canadian Transportation Employees’ Credit Union Ltd. 


Canal City Savings and Credit Union Ltd. 
Cangeco (Guelph) Credit Union Ltd. 

Cataract Savings & Credit Union Ltd. 

CCB Employees’ Credit Union Ltd. 

CIMCO Employees’ (Toronto) Credit Union Ltd. 
City Savings & Credit Union Ltd. 

Civil Service Co-operative Credit Society Ltd. (The) 
Clarkson Oilworkers Credit Union Ltd. 

Clinton Community Credit Union Ltd. 
Communication Technologies Credit Union Ltd. 
Community Saving & Credit Union Ltd. 
Cornwall General Hospital Employees’ Credit 
Union Ltd. 

Croatian (Toronto) Credit Union Ltd. 

Crown Cork & Seal Employees Credit Union 
Limited 

Czechoslovak (Toronto) Credit Union Ltd. 


Deposit Insurance Corporation of Ontario _ 


December 31, 2001 


C.B.C. (Toronto) Credit Union Ltd. 

C.C.G.I. Retail Store Employees (Ontario) Credit 
Union Ltd. 

C.N. (London) Credit Union Ltd. 

C.N.R. Employees (Lakehead Terminal) Credit 
Union Ltd. 

Dana Canada Employees’ (Ontario) Credit Union Ltd. 
Domtar Newsprint Employees (Trenton) Credit 
Union Ltd. 

DUCA Financial Services Credit Union Ltd. 
Dundalk District Credit Union Ltd. 

Dunnville and District Credit Union Ltd. 

Durham Educational Employees’ Credit Union Ltd. 
Eaton Springs Canada Employees (Chatham) 
Credit Union Ltd. 

Employees of Dofasco (Hamilton) Credit Union Ltd. 
Espanola & District Credit Union Ltd. 

Estonian (Toronto) Credit Union Ltd. 

Etobicoke Aluminum Employees’ Credit Union Ltd. 
Etobicoke Teachers’ Credit Union Ltd. 

Eureka Employees’ (Woodstock) Credit Union Ltd. 
Federal Employees (Hamilton) Credit Union Ltd. 
Federal Employees (Kingston) Credit Union Ltd. 
Fiberglas Employees (Guelph) Credit Union Ltd. 
Finnish (Toronto) Credit Union Ltd. 

Fire Department Employees Credit Union Ltd. (The) 
FirstOntario Credit Union Ltd. 

Food Family Credit Union Ltd. 

Fort Erie Community Credit Union Ltd. 

Fort York Community Credit Union Ltd. 
Ganaraska Credit Union Ltd. 

Garden City Credit Union Ltd. 

Genfast Employees Credit Union Ltd. 

Goderich Community Credit Union Ltd. 

Goodyear Employees (Bowmanville) Credit Union Ltd. 
Great Lakes Community Credit Union Ltd. 

Greater Toronto Area (GTA) Savings & Credit 
Union Ltd. 

Guelph & Wellington Credit Union Ltd. 

G.S.W. (Fergus) Credit Union Ltd. 

Hald - Nor Community Credit Union Ltd. 
Hamilton Community Credit Union Ltd. 

Hamilton Hydro-Electric Employees’ Credit Union Ltd. 
Hamilton Municipal Employees’ Credit Union Ltd. 
Hamilton Teachers’ Credit Union Ltd. 

Health Care Credit Union Limited 

Health Centre (Owen Sound) Employees Credit 
Union Ltd. 

HECO Employees’ (Ottawa) Credit Union Ltd. 
Hepcoe Credit Union Ltd. 

Heritage Savings & Credit Union Inc. 

Hir-Walk Employees’ (Windsor) Credit Union Ltd. 
Hobart Employees’ (Owen Sound) Credit Union Ltd. 
Holy Angel's & St. Anne's Parish (St. Thomas) 
Credit Union Ltd. 


Holy Family Catholic Parishes Credit Union Ltd. 
Holy Family Parish (Toronto) Credit Union Ltd. 
Holy Name Parish (Pembroke) Credit Union Ltd. 
Howard Smith (Cornwall) Credit Union Ltd. 
Howell Lithographic Employees (Hamilton) Credit 
Union Ltd. 

Hussmann Employees’ (Brantford) Credit Union Ltd. 
Innisfil Credit Union Ltd. 

Iroquois Falls Community Credit Union Ltd. 
Italian Canadian Savings & Credit Union Ltd. 
Japanese Canadian (Toronto) Credit Union Ltd. (The) 
Kakabeka Falls Community Credit Union Ltd. 
Kawartha Credit Union Ltd. 

Kellogg Employees Credit Union Ltd. 

Kenora District Credit Union Ltd. 

King-York Newsmen Toronto Credit Union Ltd. 
Kingston Community Credit Union Ltd. 

Korean Catholic Church Credit Union Ltd. 

Korean (Toronto) Credit Union Ltd. 

Kraft Canada Employees’ (Cobourg) Credit Union Ltd. 
Krek Slovenian Credit union Ltd. 

Labatt's Employees’ (Toronto) Credit Union Ltd. 
Labatt Employees’ (London) Credit Union Ltd. 
Lafontaine Credit Union Ltd. 

Lakewood Credit Union Ltd. 

Lasco Employees’ (Whitby) Credit Union Ltd. 
Latvian Credit Union Ltd. 

Lear Seating Canada Employees’ (Kitchener) 
Credit Union Ltd. 

London and District School Staffs’ Credit Union Ltd. 
London Civic Employees’ Credit Union Ltd. 
London Diesel Employees’ Credit Union Ltd. 
London Fire Fighters’ Credit Union Ltd. 

London Free Press Employees’ Credit Union Ltd. 
L.J.U.N.A. Local 183 Credit Union Ltd. 

Maitland Credit Union Ltd. 

Maple Leaf Savings and Credit Union Ltd. 
Mariposa Community Credit Union Ltd. 
McMaster Savings and Credit Union Ltd. 
Medical-Dental Financial, Savings & Credit Union 
Ltd. (The) 

Member Savings Credit Union Ltd. 

MemberOne Credit Union Ltd. 

Mennonite Savings and Credit Union (Ontario) Ltd. 
Metro Credit Union Ltd. 

Metropolitan Separate School Board Employees 
Credit Union Ltd. 

Miracle Credit Union Ltd. 

Mitchell & District Credit Union Ltd. 

Molson Brewery Employees Credit Union Ltd. 
Moore Employees’ Credit Union Ltd. 

Motor City Community Credit Union Ltd. 
Municipal Employees (Chatham) Credit Union Ltd. 
Nasco Employees’ Credit Union Ltd. 

NCR Employees’ Credit Union Ltd. 
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Niagara Credit Union Ltd. 

Nickel Centre Credit Union Ltd. 

North Huron Credit Union Ltd. 

North York Community Credit Union Ltd. 
Northern Credit Union Ltd. 

Northern Lights Credit Union Ltd. 
Northland Savings and Credit Union Ltd. 
Northridge Savings & Credit Union Ltd. 
ONR Employees’ (North Bay) Credit Union Ltd. 
Ontario Civil Service Credit Union Ltd. 
Ontario Educational Credit Union Ltd. 


Ontario Provincial Police Association Credit Union Ltd. 


Oregon Employees Credit Union Ltd. 
Oshawa Community Credit Union Ltd. 
Ottawa-Carleton Police Credit Union Ltd. 
Ottawa Carleton Credit Union Ltd. 


Ottawa District C.P.R. Employees’ Credit Union Ltd. 


Ottawa Fire Fighters’ Credit Union Ltd. 
Ottawa Women's Credit Union Ltd. 
O.W.L. (Orillia) Credit Union Ltd. 

Pace Savings & Credit Union Ltd. 
Parama Lithuanian Credit Union Ltd. 
Pedeco (Brockville) Credit Union Ltd. 


Peek Frean Employees’ (Toronto) Credit Union Ltd. 


Peterborough Community Credit Union Ltd. 


Peterborough Municipal Employees Credit Union Ltd. 


Photel (Toronto) Credit Union Ltd. 


Pitney-Bowes Employees’ (Toronto) Credit Union Ltd. 


Police Credit Union Ltd. (The) 

Polish Alliance (Brant) Credit Union Ltd. 

Polish (London) Credit Union Ltd. 

Polish (Ottawa) Credit Union Ltd. 

Polish (St. Catharines) Credit Union Ltd. 
Polysar Lambton Credit Union Ltd. 

Portuguese Canadian (Toronto) Credit Union Ltd. 
Prime Savings Credit Union Ltd. 

Prosperity One Credit Union Ltd. 

Provincial Alliance Credit Union Ltd. 

Provincial Public Service Employees (Algoma) 
Credit Union Ltd. 

Psychiatric Research Institute Employees’ 
(London) Credit Union Ltd. 

Quaker & OMC Industrial Credit Union Ltd. 
Quinte Community Savings & Credit Union Ltd. 
Railway Employees’ (Sarnia) Credit Union Ltd. 
Regional Health Services Credit Union Ltd. 
Resurrection Parish (Toronto) Credit Union Ltd. 
Richards - Wilcox Employees’ (London) Credit 
Union Ltd. 

Rideau/St. Lawrence Community Credit Union 
Rochdale Credit Union Ltd. 

R.B.W. Employees’ (Owen Sound) Credit Union Ltd. 
Saskatchewan Pool Employees’ (Port Arthur) 
Credit Union Ltd. 

Saugeen Community Credit Union Ltd. 


Scarborough Hospitals Employees’ Credit Union Ltd. 


Shelburne Credit Union Ltd. 
Sheridan Park Credit Union Ltd. 
Slater Steels (Special Bar Division) Credit Union Ltd. 
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Slovenia Parishes (Toronto) Credit Union Ltd. 
Smiths Falls Community Credit Union Ltd. 
So-Use Credit Union Ltd. 

Sonoco Employees (Brantford) Credit Union Ltd. 
Southwest Regional Credit Union Ltd. 

Standard Tube Employees’ (Woodstock) Credit 
Union Ltd. 

Starnews Credit Union Ltd. 

State Farm (Toronto) Credit Union Ltd. 

Stelco Finishing Works Credit Union Ltd. 

St. Catharines Civic Employees’ Credit Union Ltd. 
St. Elizabeth of Hungary Parish (Toronto) Credit 
Union Ltd. 

St. Josaphat's Parish (Toronto) Credit Union Ltd. 
St. Mary's (Toronto) Credit Union Ltd. 

St. Marys Paperworkers Credit Union Ltd. 

St. Stanislaus-St. Casimir's Polish Parishes Credit 
Union Ltd. 

St. Thomas District Teachers' Credit Union Ltd. 
St. Thomas Provincial Civil Servants Credit Union Ltd. 
St. Willibrord Community Credit Union Ltd. 
Sudbury Regional Credit Union Ltd. 

Sun Parlor Community Credit Union Ltd. 
Sunnybrook Credit Union Ltd. 

Superior Credit Union Ltd. 

Sydenham Community Credit Union Ltd. 
Taiwanese - Canadian Toronto Credit Union Ltd. 
Talka Lithuanian Credit Union Ltd. 

TEAME Credit Union Ltd. 

Thamesville Community Credit Union Ltd. 
Thorold Community Credit Union Ltd. 

Thunder Bay Elevators Employees' Credit Union Ltd. 
Timmins Regional Credit Union Ltd. 

Tobacco Workers’ (Guelph) Credit Union Ltd. 
Toronto Electrical Utilities Credit Union Ltd. (The) 
Toronto Municipal Employee's Credit Union Ltd. (The) 
Twin Oak Credit Union Ltd. 

T.H. & B. Employees' Credit Union Ltd. 

Ukrainian Credit Union Ltd. 

Ukrainian (St. Catharines) Credit Union Ltd. 
Unigasco Community Credit Union Ltd. 

Unilever Employees Credit Union Ltd. 

United Counties Educational (Cornwall) Credit 
Union Ltd. 

United Employees Credit Union Ltd. 

United Ukrainian (Hamilton-Wentworth-Halton) 
Credit Union Ltd. 

Unity Savings and Credit Union Ltd. 

Utilities Employees’ (Windsor) Credit Union Ltd. 
Victory Community Credit Union Ltd. 

Walker Exhausts Employees' Credit Union Ltd. 
Wallace Barnes Employees’ Credit Union Ltd. 
Waterloo County Education Credit Union Ltd. 
Waterloo Regional Credit Union Ltd. 

West Fort William Credit Union Ltd. 

William S. Gibson Employees’ Credit Union (Mt. 
Dennis) Ltd. 

Windsor-Essex County Catholic Parishes Credit 
Union Ltd. 


Windsor City Centre Credit Union Ltd. 

Windsor Family Credit Union Ltd. 

Winona Provincial Civil Servants Credit Union Ltd. 
Woodslee Credit Union Ltd. 

Worthington Employees (Brantford) Credit Union Ltd. 
York County Hospital Employees’ (Newmarket) 
Credit Union Ltd. 

Your Neighbourhood Credit Union Ltd. 


Caisses populaires 

Caisse populaire Alexandria Limitée 

Caisse populaire Azilda Inc. 

Caisse populaire d'Alban Limitée 

Caisse populaire d'Alfred Limitée 

Caisse populaire d'Earlton Limitée (La) 

Caisse populaire d'Orléans Inc. 

Caisse populaire de Bonfield Limitée 

Caisse populaire de Casselman Limitée (La) 
Caisse populaire de Cochrane Limitée 

Caisse populaire de Cornwall Inc. 

Caisse populaire de Field Limitée (La) 

Caisse populaire de Hawkesbury Limitée 
Caisse populaire de Hearst Limitée 

Caisse populaire de Kapuskasing Limitée 
Caisse populaire de Limoges Limitée 

Caisse populaire de Mattawa Limitée 

Caisse populaire de Mattice Limitée 

Caisse populaire de New Liskeard Limitée (La) 
Caisse populaire de Noélville Limitée 

Caisse populaire de North Bay Limitée 

Caisse populaire de Pointe-aux-Roches Limitée 
Caisse populaire de St-Albert Inc. 

Caisse populaire de Técumseh Inc. 

Caisse populaire de Timmins Limitée (La) 
Caisse populaire de Verner Limitée 

Caisse populaire Embrun Inc. 

Caisse populaire Hammond Limitée 

Caisse Populaire Héritage D'Ottawa-Ouest Inc. 
Caisse populaire Lasalle Sudbury Limitée (La) 
Caisse populaire Nolin de Sudbury Incorporée 
Caisse populaire Notre-Dame d'Ottawa Inc. 
Caisse populaire Roussel de Coniston Limitée 
Caisse populaire St-Charles Boromée Limitée 
Caisse populaire St-Charles d'Ottawa Ltée (La) 
Caisse populaire St-Isidore Limitée (La) 
Caisse populaire St-Jacques de Hanmer Inc. 
Caisse populaire Ste-Anne-Laurier d'Ottawa Inc. 
Caisse populaire Ste-Anne de Prescott Limitée (La) 
Caisse populaire Ste-Geneviéve Limitée (La) 
Caisse populaire Sturgeon Falls Limitée 
Caisse populaire St. Bernardin Limitée (La) 
Caisse populaire Trillium Inc. 

Caisse populaire Val Caron Limitée 

Caisse populaire Vermillion 

Caisse populaire Welland Limitée 
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